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I presented a paper today, "Workplace Globalization: A Policy Response," to a 
seminar organized by Karen Nussbaum at the Women’s Bureau.
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Because of the President’s comments in Brussels about the importance of making 
labor rights and standards a subject of GATT discussions, there was much greater 
interest in the seminar than might otherwise have been the case. Jack Otero, 
director of the International Labor Affairs Bureau, introduced the seminar by 
quoting from the President’s Brussels press conference. There was a general 
sense that the President has now put this issue on the agenda and so there is a 
need to develop the background for a serious policy. In attendance were represen­
tatives from the Council of Economic Advisors, Department of State, U.S.A.I.D., 
the Overseas Private Investment Corporation and the National Commission on 
Employment Policy, as well as many from the International Labor Affairs Bureau 
and the Women’s Bureau.

In my presentation, I emphasized the "global Keynesian" approach to this prob­
lem; i.e., that higher labor standards in developing countries were necessary to 
expand the purchasing power of Third World workers so that the entire global 
market can expand and workers in both industrialized and developing countries 
can benefit. If seen in this way, international labor standards are not a protec­
tionist device to keep Third World exports out of industrialized nations’ markets, 
but rather a device to expand the market to make room for those exports as well 
as for the production of industrial nations themselves. Most of those present, even 
those who had been dealing with the international worker rights issue, seemed not 
to have previously considered this approach to any great extent. However, many 
seemed to grasp the approach with enthusiasm, and agreed that discussions of 
"global Keynesianism" and international worker standards, framed in this way, 
could play an important part in the upcoming "Jobs Summit" discussions about 
world economic stagnation and the need to boost worldwide demand.
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i.

Introduction and Summary

This paper does not attempt to suggest that problems of the 

world economy result exclusively from this imbalance between 

developing nations' consumer purchasing power and industrialized 

nations' overcapacity. The structural problems of the international 

economy are complex in origin, and no single factor can be charged 

with responsibility for the world's economic distress. 

Protectionist trade regimes, inappropriate industrial policies, an

These problems of advanced industrial and third 

economies are related. When incomes and purchasing power do not 

grow for workers in developing nations, the third world's capacity 

to absorb its own production, along with exports from the industrial 

nations, is constricted and the manufacturing enployment security of 

workers in the industrialized nations diminishes in turn. when 

wages for manufacturing workers in third world exporting nations 

fall below what these workers' productivity could reasonably 

support, wages of workers in the industrialized nations must decline 

to meet the competition of declining unit labor costs.

Economic globalization now proceeds rapidly, with an 

increasing proportion of the world's goods manufactured in countries 

other than those in which these goods are consumed. Yet while trade 

expands, too many of the world's peoples do not experience its 

benefits. The industrialized nations -- North America, Europe and 

Japan -- have persistently high levels of unemployment, explicit or 

disguised. Exports as well as imports grew over the last two 

decades, yet the quality of employment has declined for many 

workers, with higher-wage manufacturing jobs replaced by lower- 

paying service jobs. In the developing nations, with a few notable 

tand perhaps short-term) exceptions, rapidly growing productivity 

has been accompanied by wages which rise more slowly, or don't rise 

at all, contrary to predictions and expectations of development 

economists.
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obsolete international monetary system, lack of investment in human 

capital and the inadequacy of international development aid,

other causes, also play a part. Nonetheless, it is the purpose of 

this paper only to explore aspects of the purchasing power - 

capacity imbalance, since this is an important, if not sole cause of 

contenporary economic crises.

spiral, 

consumption,

Post-war success of the American economy was based on a 
formula of relatively high manufacturing wages enabling high levels 

of consumption by American workers. This consumption could support 

growing production which, in turn, maintained wages, consumption and 

production in an ongoing upward, spiral. Keynesian fiscal and 

monetary policies could succeed only because they sought relatively 

minor adjustments to a stable base of ongoing consumer purchases. 

Since the 1970s, however, as industrial production has globalized, 

economic success has been interrupted by stagnation and crisis. 

American (as well as European and Japanese) industry has 

successfully shifted technology and productive capital investment to 

third world export manufacturing sectors, but the labor standards 

which permitted American workers to consume the fruits of their 

production have not been similarly shifted. As a consequence, the 

international economy is in the initial stages of a reverse downward 

where low third world wages retard these workers' 

limiting the production of exports from the 
industrialized nations and retarding or reversing the growth of 

industrialized nations' wages. Slower consumption growth in the 

industrialized nations, in turn, provides fewer markets for 

developing nations' exports, a fiercer competition for employment­

generating capital investment, and third world wages restrained 

further to succeed in that competition.

In the United States, several labor market institutional 

supports developed to sustain worker purchasing power and permit 

sustenance of the upward spiral. Encouragement of collective 

bargaining was one. Two others were the abolition of child labor 

and the mandate of a minimum hourly wage. These latter supports
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to all workers employed by industries engaged in interstate 

commerce.

The Fair Labor Standards Act of 1938 was motivated by a 

recognition of the role that consumer purchasing power (earned by 

higher wages) plays in promoting economic growth, as well as by a 

desire to retard the inefficient relocation of production solely to 

take advantage of lower unit costs permitted by differences in 

regional labor standards. Representatives of northeastern 

industrial states recognized that they could not implement child

The effective absence of similar institutional supports in 

developing countries is partly responsible for the contemporary 

international downward spiral. Yet most U.S. policymakers and 
international development economists are unenthusiastic, if not 

hostile, to the need for internationally enforced child labor 

prohibitions and minimum wages. Their hostility stems from the 

ahistorical belief that unregulated low wages and child labor are 

inherently part of the development process; they believe that wages 

will tend automatically to rise as productivity increases and that 

child labor will disappear as national incomes grow to the point 

that keeping children in school becomes affordable. Yet neither 

empirical nor historical evidence legitimates this faith. In 

developing countries today, data show that real wages are as likely 

to fall as rise with productivity gains, and child labor is on the 

increase in some nations which grow by attracting international 

investment with low wages. Historical evidence teaches that in the 

United States, industrial wages began to increase and child labor 

was abolished only after decades of bitter political conflict to 

enact legislation requiring or encouraging these results. Neither 

the empirical nor historical records credit the expectation that an 

upward spiral can naturally evolve from current policies of 

imbalanced globalization.

were first incorporated into federal law by the Fair Labor Standards 

Act (FLSA) of 1938, which prohibited children below the age of 16 

from working in factories and required the payment of a minimum wage
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This paper urges that U.S. policymakers now direct attention 

to the regulation of child labor and minimum wages of third world 

enterprises engaged in international commerce. By analogy with 

domestic policy, there is no need for policymakers to be concerned 

with the absense of adequate labor standards in third world 

enterprises engaged only in national commerce, for these enterprises 

do not contribute to the downward spiral which affects the welfare 

of industrial country as well as developing country workers. The 

power to regulate international commerce exists by requiring that 

goods which enter the U.S. from other nations be manufactured in 

accordance with acceptable child labor and minimum wage standards.

.■Jhile some new trade legislation is needed to implement 

international labor standards policies, several requirements for 

third world child labor regulation and acceptable minimum wage 

levels are already part of U.S. trade law. But they have been 

■unenforced or only weakly enforced by policymakers who, failing to 

examine the evidence, embrace economic models which mistakenly show 

that labor standards tend, in the absence of regulation, to increase 

naturally with economic growth. Lack of enthusiasm for enforcement 

is also attributable to policymakers' insufficient appreciation of

labor prohibitions and fair minimum wage regulation on a state-by­

state basis if southeastern states could advertise a failure to 

adopt such rules to lure industry to relocate and abandon sites 

where labor standards observance was required. There is little 

gain, Congress reasoned, if a manufacturer creates jobs in Alabama 

by destroying them in Massachusetts. Therefore, the Fair Labor 

Standards Act regulated only employment which was engaged in 

interstate commerce. Manufacturers who were so small or localized 

that their purchases or sales did not cross state lines were not 

covered by the law, since such enterprises were not engaged in 

interstate competition for investment and their low labor standards 

could bear little responsibility for a downward spiral. The Act, 

therefore, permitted (and still permits) states to maintain lower 

standards for enterprises engaged only in intrastate activities.
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Developing

characteristics.

the extent to which labor standards requirements are consistent with 

our own economic traditions and, indeed, were essential to twentieth 

century American prosperity.

ii.

Growth of Economic Globalization

For the entire period from 1975 through 1992, imports of the 

seven major industrialized countries grew at an average annual rate 

of 4.9 percent, while exports grew at only a 4.4 percent annual 

rate. Accentuating the imbalance, while most imports were consumer 

goods, much of the export expansion did not reflect a growth in 

final demand in countries receiving the exports, but only the 

transfer of capital or intermediate goods to support investment in 

third world industries selling back to industrial country consumers. 

In contrast, in the same period, merchandise exports, mostly 

consumer goods, from Asian developing countries grew at an average

The United States domestic economy grew at an average annual 

rate of 3.4 percent between 1980 and 1990, but in the same decade 

our imports grew more than twice as fast, at a 7.6 percent annual 

rate. West Germany's economy grew at an average annual rate of 2.1 

percent, while its iir^orts grew nearly twice as fast, 3.9 percent a 

year.

countries had complementary economic

China' s GDP grew at a spectacular 9.5 percent 

average annual rate during the 1980s, but its exports grew even 

faster, at a rate of 11 percent a year. While Mexico's economy grew 

at only a 1 percent average annual rate, its exports grew more than 

three times as fast (3.4 percent). India's average annual growth 

was 5.3 percent, while exports grew at a 6.5 percent annual rate. 

Bangladesh's economic growth averaged 4.3 percent, while its exports 

averaged 7.6 percent annual growth. Philippine average annual 

economic growth of 0.9 percent was accompanied by export growth of 

2.5 percent (The World Bank, 1992).



imports growing faster than their

at an average annual rate of 3.6 

including capital and intermediate goods, 

(IMF, 1993).

with industrialized nations'

domestic economies, manufacturing capacity shifted from industrial 

to developing countries. This shift was most pronounced in labor 

intensive industries, like garment and electronic assembly, which 

are also industries where women, and in the case of garment 

assembly, children, are most likely to be employed in nations 

without adequate regulation. In recent years, more skilled and 

capital intensive industries have also begun to relocate 

manufacturing to developing nations.

*

Real wages have declined for all U.S. manufacturing workers 

during this period -- average hourly earnings for production and 

non-supervisory workers declined 9 percent; in constant $1991, from 

$11.37 to $10.34 from 1973 to 1991 (Mishel and Bernstein, 1993) -- 

but women workers in the garment industry were especially adversely 

affected, reflecting the relocation of production and competition 

rfith third world exporters. In significant measure because of trade 

effects, in the 1980s unemployment for apparel workers usually 

exceeded the national average. In 1985, 11.3% of experienced 

workers in apparel were unemployed, conpared to 7.8% for experienced 

manufacturing workers and 7.3% for all civilian workers. in 

February, 1989 (a time of national economic expansion), with 

industry consolidation at a lower level of permanent employment, the 

apparel unenployment rate was 8.4%, compared to 5.6% nationally. 

For women, the unemployment rate for apparel workers was 9.6%, 

compared to 5.2% for all women workers. Apparel workers were twice 

as likely as manufacturing workers generally to drop out of the 

labor force after losing jobs. Five years after becoming 

unemployed, barely half of apparel workers found new jobs, compared
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annual rate of 10 percent. Imports, including capital and 

intermediate goods, grew at a 13.7 percent annual rate. 

Merchandise exports from developing countries in Latin America grew 

percent, while imports, again 

grew at a 4.6 percent rate
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Implementation and enforcement of labor standards, 

particularly the abolition of child labor and institution of 

acceptable minimum wage levels, can eventually stimulate similar 

effects in the economies of developing countries. Higher wages in 

the most labor intensive of industries, like garments, may promote 

higher wages in other industries to preserve differentials, although 

the differential between wages in the textile and apparel industry

to 2/3 of manufacturing workers generally (Rothstein,

there are barely 1 million U.S. apparel workers, a loss of more than

100,000 jobs since 1985 alone. While imports are not the sole cause 

of these problems, apparel imports now represent 40 percent of the 

U.S. domestic apparel market, up from less than 25 percent 15 years 

ago (ATMI, 1993).

In the first half of this century, it was the apparel and 

textile industry where sweatshop conditions were most likely to be 

found in the U.S. Reform efforts which eventually culminated in the 

adoption of the Fair Labor Standards Act in 1938 focused on the 

exploitation of women and children in this industry. Abolition of 

<_hild labor and the establishment of a wage and hours srAnda-rd for 

adult women in this industry had effects, however, which 

reverberated throughout the industrial economy as other industries, 

to maintain wage differentials, also increased pay scales when the 

minimum standard for textile and apparel increased. Additionally, 

prohibition of sweatshop conditions in the garment industry was 

needed to permit the capital investment and production 

reorganization which eventually made the American apparel industry 

the most productive in the world. No individual apparel 

manufacturer, before the advent of mandatory labor standards (along 

with widespread unionization in some product categories) could 

afford to make productivity-generating investments because 

competitors could then underbid that manufacturer by use of child 

labor, homework, and less - than-subsistence wages. Once all 

manufacturers were required to respect standards however, 

productivity-generating investments became possible (Piore, 1990).



use of their capital and thus stimulate higher economic growth.

Therefore,

proficient in math he was nicknamed "the wizard,11

and then working u-hour days for as little as $10 a month (Lee and
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billion worth of toys annually.

toys from China and, the League charged, 

factories in China's special economic zones 

children under 16 years of age (Golodner, 1991) .

iii.
Child Labor in Developing Nations' Export Industries

we look at the regulation of child labor and 
minimum wages in developing countries, not only as problems in 

themselves for the women and children working in labor intensive 

soft goods industries, but as stimuli for broader economic changes 

which can help promote an upward economic spiral.

Eight months after the Journal story, the National Consumers 

League announced a Christmas boycott of toys made in China -- $1.6

Some 100 American companies inport 

over 20 percent of export 

near Hong Kong employ 

Some are girls as 
young as 10, sleeping two or three to a bed in company dormitories

and wages in the rest of the industrial economy may vary from 

country to country. And the abolition of child labor and sweatshop 

conditions, primarily a factor in labor intensive soft goods 

industries, can free national entrepreneurs to make more productive

1991).

Guerrero, winner of his primary school's public speaking contest, 

first-ranked in his school's general knowledge exam.

In April, 1991, The Wall Street Journal charged in a front 

page story that "Underage Laborers Fill Mexican Factories" (Moffett,

The Journal told a poignant tale of 12 year-old Vicente

and so 

who had been 
forced to quit school when his family sent him to a $34-a-week job 

in a shoe factory where he was then poisoned by fumes. Reacting to 

the publicity, the shoe factory fired Vicente (along with 20 child 

co-workers) and the Journal established a scholarship fund to keep 

him in school, but some 5 to 10 million other children under the age 

of 14 continued to work illegally in Mexico (Moffett, 1991).
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Brady, 1988). in response to earlier publicity about child labor in 

these export zones, China had adopted a law prohibiting the 

employment of children in export industries (Wallace, 

although enforcement has not been effective.

Despite isolated pledges to reform, child labor in third world 

nations is on the increase. While most nations have laws 

prohibiting factory employment of children and many have ratified 

the International Labor Organization's (ILO) Convention 138 which 

states that the minimum age for employment of children should 

normally be 15 (and in no case less than 14), enforcement is lax or 

even explicitly disclaimed. In the Indian state of Uttar Pradesh, 

for example, the hub of India's export carpet industry where one 

300,000 children work, there has not been a single employer 

prosecuted for a child labor violation since the Child Labour 

Abolition and Regulation Act was adopted in 1986 (The Times of 

India, 1993). According to a 1992 ILO report, as many as 200 

million children are in the world's workforces, employed in export 

industries, domestic enterprises and the informal sector. Some non­

governmental organizations engaged in child labor analysis say the 

number is twice that high. Children under the age of 14 con^rise 11

Then, a year after the League's China boycott, NBC-TV's 

"Dateline" program accused the Wal-Mart retail chain of contracting 

for production of garments in a Bangladesh factory where over 60 

percent of the 500 workers were children under the age of 13, 

working up to 20 hours a day and sleeping on the factory floor, 

earning as little as $7.50 a month. In response to public outrage 

(fueled by revelations that at least some of this apparel was being 

sold from "Made in USA" store displays), Wal-Mart promised to 

initiate a "vendor certification" program to assure that child labor 

laws would be observed, and announced it would cut off all direct 

orders from Bangladesh until child labor had been eliminated from 

its contractors (Harvey, 1993; National Consumers League, 1993a). 

Nonetheless, child labor continues to flourish in Bangladesh's 

export apparel industry.
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As developing nations step up export activities, there is, at 

least in some, a tendency to relax child labor restrictions because, 

with intense international competition for investment in labor 

intensive export industries, the ability to assure the lowest wages 

becomes an important inducement. Children, without families to 

support, can work for wages even lower than the most irtpoverished of 
adults. Thus, for the Dominican Republic to compete for apparel 

investment against other Asian and Latin American export nations, 

Dominican firms now lower their wage bills by retention of labor 

contractors who "recruit" (capture, in reality) Haitian children who 

are shipped to work in the neighboring Dominican Republic's numerous 

export factories. Such child slavery is not unique to the Dominican 

Republic; according to the general director of the ILO, "The forms 

which forced labour takes on today may be more diverse and better 

disguised than those in earlier times..." (CWA, 1992-1993b).

Bangladesh's garment industry has burgeoned in the last 

decade; the country exported $3.7 million worth of garments in 1982 

and now exports close to $1 billion worth annually (Brauchli, 1991; 

CWA, 1992-1993a). While Bangladesh has had legislation prohibiting 

child labor since British colonial times (since 1934, factory 

employment of children under 14 years of age has been flatly 

prohibited), it "is only in recent years that the garment factories 

have begun to flout the national labour laws with impunity,"

percent of the work force in some Asian nations (Nullis, 1992) . 

Many are mortgaged by their parents to carpet and garment factories, 

where their accumulating bills for food, lodging and drugs (often 

amphetamines dispensed to sustain round-the-clock labor) make 

redemption of the mortgages impossible and bondage indefinite (Will, 

1990; Agence France Presse, 1992; Golodner, 1993). According to the 

ILO, about half the children in Pakistan's export carpet industry 

die from malnutrition and disease before the age of 12. The ILO 

concluded that more than 25 percent of all children between the ages 

of 10 and 14 in Latin America work -- in Brazil, for example, 34 

percent; in Mexico, 11.5 percent (Nullis, 1992; Harvey, 1993).
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Indonesia in 1949 had prohibited labor of children under 15 

years of age. But in 1987, to reduce wages and make Indonesia a 

more attractive locus for direct foreign investment, the country 

abolished this prohibition for "children forced to work for social 

or economic reasons" (Harvey, 1993). By 1991, there were 2.8 

million Indonesian children working as "bonded" factory laborers -- 

mortgaged by their families to employers (Widiadana, 1991).

according to Rosaline Costa, human rights coordinator of the 

Commission for Justice and Peace of the Catholic Bishops1 Conference 

of Bangladesh and that country's leading crusader against child 

labor (Collingsworth, 1993; Costa, 1993). By the work of children 

who have little ability to command even the minimal subsistence 

wages of adults, Bangladesh has become the ninth largest source of 

garment imports in the U.S. (Golodner, 1993). The labor force 

participation rate of 10 - 14 year old girls in Bangladesh jumped 

from 4.27 percent to 15 percent from 1981 to 1986, according to 

official Bangladesh statistics, a period when Bangladesh apparel 

exports were doubling each year (Rothstein, 1989; AFL-CIO, 1990).

To date, policymakers in the U.S. government and multilateral 

lending agencies have mostly accepted the rationale that child labor 

is inevitable in extremely poor countries, and that child labor is a 

consequence, not a cause of Third World poverty. For example, the 

most recent U.S. State Department human rights report on Bangladesh 

states, "The country's poverty level is such that children are 

regularly engaged in all available jobs" (Sensor, 1993). Because of

Nepal had no export carpet industry 30 years ago. By 1988, 

the country had nearly 600 factories producing carpets for export; 

12,000 children under the age of 15, working 12 to 16 hour days, 

comprised 2/3 of this new industrial workforce (Dhital,

In 1992, the Philippines, to attract export industries, 

dropped all its previous age requirements for child labor (Harvey, 

1993).
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this belief in the inevitability of child labor, the United States 

government has been unwilling to take action, despite having 

available tools to combat use of child labor in developing nations' 

export industries.

Despite the apparent indifference of executive branch 

policymakers, however, international reaction to the growth of child 

labor in export industries has intensified. In December, 1991, the 

German government granted DM 50 million to the ILO for establishment 

of a world-wide campaign, the "International Programme on the 

Elimination of Child Labour (IPEC);" the following year, Belgium 

followed with a supplementary contribution (ILO, nd). IPEC is now 

deploying representatives in Asian countries to investigate and 

publicize child labor abuses.

For example, the Trade Act of 1974 (as amended in 1984) 

requires the U.S. to withdraw tariff-free import privileges (the 

"Generalized System of Preferences", GSP) for products of developing 

countries which do not enforce a minimum age for the employment of 

children -- defined as consistent with the ILO standard of 15 years 

of age. In 1990, the AFL-CIO, using the Act's procedures, filed a 

petition to have GSP privileges withdrawn from Bangladesh, based on 

that country's failure to enforce its child labor laws as well as 

its violation of other labor standards. The Bangladesh government's 

response to the petition stated that the "country's abject poverty 

compels children to work." Nonetheless, Bangladesh stated it "was 

committed" to the gradual elimination of child labor and would 

institute a compulsory education law. Without evidence that these 

commitments were, in fact, being carried out, the U.S. government 

dismissed the AFL-CIO's petition on grounds that Bangladesh was 

"taking steps" to address the issues raised (U.S. DOL, 1992).

In early 1993, Senator Tom Harkin and Congressman George Brown 

introduced the "Child Labor Deterrence Act of 1993" (S.613 and H.R. 

1397), designed to prohibit the import of products if they are 

manufactured with child labor, defined as workers under the age of
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Yet most authorities

[I]n Thailand and the Philippines, I heard that the law was 
designed to damage the local toy and garment industries, in

If passed, the legislation would also require American firms 

which import consumer goods to certify that they have taken 

reasonable steps to insure that their products have not been 

manufactured or processed, in whole or in part, by children.

nations' development agencies have condemned the proposed 

legislation, characterizing Harkin-Brown forces as "protectionist." 

According to Terry Collingsworth, program director of the Asian- 

American Free Labor Institute who has spent most of the last year in 

developing countries attempting to interpret the purposes of the 

proposed American legislation.

The Clinton Administration has not yet taken a formal position 

on the proposed law, but the expectation of its enactment has 

attracted attention in developing countries. Some third world 

governments and manufacturers have reacted to the threat of Harkin- 

Brown with new policies. The Philippines’ labor ministry, for 

example, announced an intention to reinstate a prohibition on child 

labor to avoid sanctions if the bill were to pass (Harvey, 1993). 

India's carpet manufacturers (the nation's biggest export earner, 

with 2,000 export factories, $300 million of foreign sales and 

300,000 child laborers), reacting not only to Harkin-Brown but also 

to a highly publicized boycott of Indian carpets in Germany (source 

for 35 percent of India's carpet export earnings in 1991), recently 

created an association to produce a label certifying that exported 

carpets were produced without child labor (Reuters,

Consumers League, 1993b; Agence France Presse,
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India, Nepal and Pakistan, I heard that it was designed to 
damage the carpet industry, in Mexico and Malaysia, the 
claim is that it was designed to damage the electronics, 
garment and textile industries, and in Bangladesh, I hear 
(Mlingsworth^lV^^ t0 '’a'"339 “a 3arn,enC

in the developing world (governmental, 
industrial and non-governmental organizations) and in industrialized
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be able to afford what other parents want, namely, to 
provide their children with an education and a childhood.
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As part of a growing ferment over third world exports 

manufactured with child labor, the Harvard Business Review this year 

published a case study exploring the ethical obligations of U.S. 

firms which contract for children's production abroad (Nichols,

World Bank consultant David Lindauer stated the prevailing

view of free market economists and the development establishment:

If [children] were not in the factory, they might be 
separated from their mothers and working as maids, or at 
home on consignment, or in local [non-exporting] carpet 
factories. Even worse, they might be begging or 
scavenging...

[We] cannot solve the problem of child labor in a poor 
country by prohibiting ...contractors from hiring anyone 
under the age of 14... [I]t will not change the fundamental 
circumstances of the ...labor market.

A necessary condition for the elimination of child labor 
is the absorption of excess supplies of domestic labor and a 
subsequent increase in prevailing wages. when wages and 
household incomes rise, families can afford not to require 
their children to work (or accompany their mothers to work). 
with rising incomes, ...parents will not only want but also

Bangladesh government officials, for example, complained that 

prohibiting child labor in its garment export sector could "force 

thousands of child workers into begging or prostitution" (The Wall 

Street Journal, 1993). UNICEF's representative in Bangladesh, Rolf 

C. Carrier, declared that the prospect of a Harkin-Brown bill "has 

already done damage to children of Bangladesh by evicting them from 

garments manufacturing facilities and depriving them of sources of 
income" (Riaz, 1993). Bangladesh social workers told an interviewer 

from the Bangkok Post that "50,000 children, mostly girls, could be 

left out of work and pushed into a life of crime" if the Harkin- 

Brown proposal were implemented (CWA, 1992-1993a).

With rising wages, companies also will be less likely to 
employ children. As labor costs increase, businesses will 

iv.
The Presumed Inevitability of Child Labor and Low Wages
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are luxuries which become 

wealthier.

by maximizing their exports.

investment which will, in the long run, make the country's industry 

more efficient, productive and technologically advanced, and thus 

able to afford higher wages and labor standards. But, in the short 

run, exports can be maximized only by remaining "competitive" -- 
keeping wages low and labor standards modest. Thus, low wages and 

child labor become, in this conventional theory, the only vehicle 

for abolishing low wages and child labor.

increases m wages and improved environmental and safety conditions, 

more affordable as countries get 
Further, they argue, developing countries can get

wealthier only by expanding their ability to earn foreign exchange

Foreign exchange is needed for

Questions raised by this child labor debate are similar to 

those concerning other aspects of developing country labor 

standards. Not only child labor restrictions, but minimum wages, 

health and safety protections and the rights to organize and bargain 

collectively are, on the whole, less available to workers in 

developing countries than to workers in countries at higher levels 

of industrialization and development. The assumption of most 

development economists is that abolition of child labor, along with

move toward higher productivity operations that require more 
skilled and experienced employees.

We know of no case where a nation developed a modern 
manufacturing sector without first going through a "sweat 
shop" phase. How long ago was it that children could be 
found working in the textile factories of Lowell 
Massachusetts, of Manchester, England, or of Osaka, Japan? 
Should the developing countries of today be any different?

But there is a crucial difference between the sweat shops of 

Lowell, Manchester, or Osaka, and those of Uttar Pradesh, Tijuana, 

or Dhaka. The former produced garments for home country markets, 

and their low wage standards and absent labor protections were, in 

general, related to the economic development level of the nations 

whose consumers they served. The latter, on the other hand, produce 

garments primarily for first-world consumer markets. This should 

alter our expectation of what wage, minimum age and working
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standards are appropriate.

the accident of geographic location,

to factories which produce for the 

the United States or Western Europe?

In the early years of this century, opposition to child labor 

legislation was led not only by the National Association of 

Manufacturers but by academic and social authorities -- Columbia 

University President Nicholas Murray Butler, Harvard President A. 

Lawrence Lowell, and Carnegie Foundation President Henry Pritchett, 

for example (Lumpkin and Douglas, 1937). Arguments of manufacturers 

and their academic and political supporters were similar to the 

sophisticated economic rationalizations offered by academic and 

professional development experts today, though the language was 

somewhat different. According to one mill owner who represented

Should not factories which, except for 

are part of the industrialized 
world's domestic consumer markets, be regulated in a fashion similar 

same market, but are located in

Arguments of development economists like Lindauer, so 

conventional in academic circles, also ignore the historical record 

which shows that "modem" nations did not emerge from their "sweat 

shop phase" without intense and lengthy political struggle over 

child labor. in the United States, after decades of popular 

agitation, a law prohibiting child labor in factories was enacted in 

1917 and was then declared unconstitutional by the Supreme Court, 

xn one of his most passionate dissents, Justice Oliver Wendell 

Holmes, Jr., protested, "if there is any matter upon which civilized 

countries have agreed... it is the evil of premature and excessive 

child labor." A second law which enacted high taxes on profits made 

from child labor was then adopted and the Court invalidated this as 

well. Child labor was again prohibited by industrial codes of the 

New Deal's National Recovery Administration (NRA) and these were 

also struck down by the Supreme Court. Finally, in 1938, after the 

Court's corqposition changed, Congress passed and President Roosevelt 

signed the Fair Labor Standards Act which prohibited child labor in 

factories and established minimum wage rules as well (Taylor, 1950 

and NCLC, 1937).



By analogy, therefore, it would be appropriate for Harkin- 

Brown to regulate child labor in industries which export to the

manufacturers in typical 1916 Congressional testimony: "if you raise 

the limit to fifteen or sixteen you would simply exaggerate to a 

much larger extent the hardship that would be visited upon large 

numbers of people through the country who have had to contend with 

adverse conditions and upon whom God has laid poverty" (Lumpkin and 

^ouglas, 1937). Such testimony could easily be given by modem 

economists, only substituting for a deity the "fundamental 

circumstances of the labor market."

The centrality of the FLSA's intent to regulate "unfair 

competition" for industrial location between states with different 

economic development levels and standards of living is illustrated 

by the law's limited application to firms engaged in interstate 

commerce. The restriction of the FLSA to such firms was not 

required for constitutional reasons, since the courts and Congress 

permitted a more expansive definition of interstate commerce in 

other federal economic laws. As late as 1959, 1/3 of all American 

non-supervisory workers were excluded from coverage of the minimum 

wage because their firms were not engaged in interstate commerce, 

and thus could not engage in "unfair competition" with firms in 

other regions of the country (Cullen, 1961).

One basis for domestic labor standards regulation in the 

United States has been a recognition that capital is more mobile 

than labor and thus, in the absence of mandatory labor standards, 

industrial capacity would relocate from region to region, driving 

down wages in a nationwide competitive spiral. In the years 

preceding the 1938 adoption of the Fair Labor Standards Act, minimum 

wage increases were proposed by New England Congressmen and 

Senators, hoping to stem the tide of industrial plants (mostly 

textiles) relocating to lower-wage southeastern states and 
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precipitating not only job losses but wage declines in New England 

as well (Cullen, 1961) .
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spiral in which nations, in order to attract and retain investment, 

must restrain wage growth and encourage the use of child labor,

Another flaw in conventional development theory is the 

assumption that third world economic policies can assume full- 

employment equilibria. According to this textbook theory, child 

labor cannot reduce incomes because young adults are more productive

actions which take these nations in exactly the opposite direction 

they should go as

When the Chinese government, in response to international 

pressure, attempted to eliminate child labor in a 2600 employee toy 
factory m 1988, officials were told by the Hong Kong manager for 

the American toy companies which contracted for the work, "[Tjhis is 

the toy biz. If you don't allow us to do things our way, we'll 

close down our Chinese factories and move to Thailand" (Lee and 

Brady, 1988).

which development theory predicts 

industrialization proceeds.

labor standards by prohibiting child labor.

succeeded only in destroying Iran's carpet export opportunities, and 

substituting the servitude of children in India, Pakistan and Nepal 

for the work of Iranian children. Only a uniform international ban, 

enforced by the importing countries, can prevent such downward 

spirals.

Child labor in the export carpet industry of India and other 

South Asia nations burgeoned only after the Shah of Iran, in 1970, 

banned child labor in his country's carpet industry (Will, 1990). 

This ban resulted in price increases for Iranian carpets whose cost 

could now be undercut by other Asian nations which created export 

economies utilizing child labor. Thus, economic globalization 

rendered ineffective the Shah's attempt to raise his own country's

The Shah' s ban

United States, without presuming to regulate the labor standards of 

developing nations' industries which operate entirely in their own 

domestic markets. In the absence of such international regulation, 

manufacturers will inevitably stimulate a downward competitive
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of 2.4 billion.
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while adults were unemployed.

because their wages were lower.

sufficient to support families at the most minimal of levels, 

children would work for even less, only to contribute 

to family coffers each week.

some developing countries have unemployment rates of between 
20 and 30 per cent and ...100 to 200 million child labourers 
represent 4 to 8 per cent of the world employment potential 

billion. The replacement of child labourers by

But the equilibrium assumption is false. During the Great 

Depression, it became clear that child labor in the U.S. did not 

alleviate poverty but perpetuated it, because children were at work

Manufacturers preferred children

Adults could work only if pay was 

but

a few pennies

workers than children. Therefore, no employer would hire children 

unless young adult workers were unavailable at the wage being 

offered. Their unavailability must be attributable to their ability 

to command higher wages in other occupations. If children work in 

the market economy, therefore, they cannot be displacing adult 

workers or driving down their wages; rather, the poverty of their 

families must force them into factories to supplement family income.

in virtually every country where child labor is prevalent, it 

exists alongside substantial adult unemployment, notwithstanding 

official statistics which may suggest the contrary, in Mexico, for 

example, where 12 percent of children are working, the official 

unemployment rate is only 2.9 percent, yet this calculation counts 

as "employed" anyone working for a minimum of one hour a week, even 

m the informal economy. Only 56 percent of Mexico's 24 million 

person labor force is employed by legal companies or by the 

government -- in contrast, in the United States where official 

unemployment ranges between 5 and 10 percent, 80 percent of the 

workforce is employed in the formal economy (Uchitelle, 1993) . 

Thus, as many as 10 million Mexican adults may be seriously 

underemployed, equal to the number of children who are working.



wage
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earn

Adults

unemployed adults could in theory have a major impact on 
employment prospects in many developing countries (ILO, nd).

In the context of high adult unemployment and underemployment, 

children's work in export factories cannot be attributed to 

unavailability of adult labor. in reality, children are employed 

because, not self-supporting, they can be paid wages lower than 

those on which adult workers can subsist. In Egypt, there are one 

million child laborers and three million unemployed adults. 

Children working in factories range in age from 4 1/2 to 15 and 

between a quarter and a third of adult wages (Cowell, 1988).

cannot subsist on such wages. Children, however, are not expected 

to do so, but only to contribute earnings to a household pool. A 

study of Indonesian factory workers in 19 91 found that child 

laborers were paid $4.45 per week for identical work to that for 

which adults were paid $5.51. in addition to this 24 percent adult 

premium, adult workers were provided with supplementary meal 

allowances and bonus payments (CWA, 1991) .

Thus, realities of child labor in developing nations' export 

sectors force reconsideration of the claim that employment 

opportunities for children are essential because of their families' 

extreme poverty or in order to protect children from worse fates 

than factory employment. For while both these claims may be true 

i-or individual children in the absence of universal regulation, 

their truth derives from the lack of a universal prohibition on 

child labor, and this, in turn, stimulates international 

competition: for the most exploitative export conditions, for an 

increase in adult unemployment and a reduction in the adult 

level and, as a result, in family income.
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electronics industry.
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another

The expectation 

and

by relocating to nations where productivity is 

but wage demands less forceful.

for example, supplies 

the 

to major U.S.
Malaysia is the world's largest

Malaysia's

components not only to the consumer electronics industries of 

U.S., Japan and other industrialized nations, but also 

government defense contractors.

Restrictions on child labor, by enforcement of GSP child labor 

provisions and/or by the adoption and enforcement of the Harkin- 

Brown bill, will not itself stem an uncontrolled downward spiral in 

earnings and living standards. Just as child labor was abolished in 

our domestic industry to prevent subversion of adult wage rates, 

minimum wage regulation comparable to that enforced in the 

domestic economy is also appropriate for international trade.

v.
International Wage Regulation and The Wage - Productivity 

Disjuncture in a Globalized Economy

In fact, contrary to conventional expectations, wages in 

developing nations often decline simultaneously with worker 

productivity gains. This has occurred because productivity gains 

have accompanied greater dependence on international capital and 

export markets. With surplus labor pools in most developing 

countries, and technology and capital easily mobile, manufacturers 

and importers from industrialized nations need not pass the fruits 

of higher productivity on to third world workers. Rather, if 

workers demand rising compensation (either by trade union 

organization or other forms of national wage regulation) , investors 

can respond either by hiring children or other underemployed adults, 

or, if need be,

nearly identical.

Direct wage regulation is needed because of 

shortcoming of conventional development theories.

that industrialization will bring with it improved productivity 

that productivity gains, in turn, will be translated into higher 

wages, is also unrealized in today's international economy.



It has

productivity.

U.S.,

Thus, the
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Mead found that U.S. 

shirtmakers in the developing world, 

were required in the mid-1980s 

Bangladesh, on the other hand, 

minutes of labor.

while the average Bangladesh garment wage was $0.25 per hour, 

consequently, enjoyed a 1.8 to 1 advantage in productivity, 
while Bangladesh enjoyed a 30 to 1 advantage in wages.

Walter Russell Mead suggests that economic globalization has 

created an unprecedented disjuncture between wage levels and

He has focused on developing country industries which 

export to the United States and whose growth has accompanied 

substantial displacement of U.S. workers: two examples are garments 

manufactured in Bangladesh and steel manufactured in Brazil.

exporter of semiconductors, with 85,000 electronics workers, 

no minimum wage law, so U.S.-owned corporations like Texas 

instruments, Intel, and National Semiconductor can pay 45 cents an 
hour for unskilled production work. A dozen girls (young though 

probably not children) recruited from rural villages, may share a 

one room apartment in Kuala Lumpur. They sleep and work in round- 
the-clock shifts (Grace, 1990; ILRERF, 1990). Malaysian law 

normally permits workers to organize unions to improve wages and 

working conditions, but the Malaysian government exempted 

electronics workers, prohibiting unions in this sector. An American 

industry group, the Malaysian American Electronics Industry Society, 

threatened that its member firms would not continue to invest in 

Malaysia if unions were permitted (ILRERF, 1990). Like the Shah of 

Iran in 1970, or like the Chinese authorities who in 1988 attempted 

to restrain child labor, Malaysian officials discovered that they 

have little ability to regulate labor standards within their 

borders. Investors can nullify labor regulation by relocating 

capital (and enployment) to other, more pliable nations.

shirtmakers are more productive than

In the U.S., 14 person-minutes 

to make one men's shirt. in 

one men's shirt included 25 person-

Yet the average U.S. garment worker's wage was $7.53 per hour,

The



Brazil.

1989) .

In 1988,

1990).
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was more than 

At the time, 

were

for 
Again, U.S. industry is more 

In 1987, it required 3.4 person-hours in the United 

person-hours in

Bangladesh cannot use its growing productivity to improve 

competitive standing, however, because if it attempted to do 

investors would relocate out of the country.

unit labor cost of a shirt in the U.S. was $1.7 6 while the unit 

labor cost in Bangladesh was only $0.10 (Mead, 1990).

If capital were not excessively mobile in comparison to labor, 

Bangladesh garment workers should have been able to demand wages 

approaching $4.21 per hour which, based on Bangladesh productivity, 

would have resulted in a Bangladesh unit labor cost for men's shirts 

of $1.76, comparable to that in the U.S. While this figure does 

not account for higher shipping and other transaction costs for 

production in Bangladesh, neither does it account for costs which 

may also be lower in Bangladesh (factory space, for example). in 

any event, if labor in Bangladesh could freely compete against 

garment workers in the U.S., wages would certainly be higher than 

the current rate for adults or the much lower rate for children, 

its 

so.

For a second illustration. Mead reviewed cost figures 

production of hot rolled steel.

productive.

States to produce one metric ton, compared to 5.8

Yet steel industry wages in Brazil were so low that this 

1.7 to 1 productivity advantage of the United States

offset by a 10 to 1 compensation advantage for Brazil, 

average hourly earnings of steelworkers in the United States

approximately $13 an hour (Mishel and Simon, 1988; Katz and Summers,

If Brazilian steelworkers had an opportunity to use their 

productivity in bargaining like that enjoyed by American 

steelworkers, steel industry wages in Brazil should be closer to 

$7.60 an hour, not the $1.28 an hour which Brazilian steelworkers 

actually received. Brazil's steel industry has an active labor 

movement, but it has been restrained by government from raising 

industry wages. In 1988, for example, unionized steelworkers 

occupied the National Steel Company in Volta Redonda, but the army 

dislodged the strikers, killing three of them (Brooke,



unit labor costs, but will not correct the initial imbalance.
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will

From 1980

Responding to opposition to the North American Free Trade 

Agreement (NAFTA) in the U.S. Congress, Mexico's president Carlos 

Salinas de Gortari has stated that Mexico would henceforth increase 

its minimum wage to keep pace with productivity gains. "We'll be 

assuring an effective and permanent improvement in minimum wages, 

now and in the future," Salinas proclaimed in a national radio 

address after concluding negotiations on labor and environmental 

side agreements (Nomani and Solis, 1993; Smith, 1993). Yet Mexico's 

export industry productivity is already nearly equal to U.S. levels, 

Many developing nations in the last decade have deliberately 

suppressed wages so that unit labor costs fall even faster than 

productivity rises. To gain competitive advantage and keep wages 

Low, governments have utilized tough labor regulations, 

macroeconomic and social policies. As a result, the expectation of 

established economic theory that wages in developing countries 

consistently rise as productivity rises has not been met.

to 1989, real manufacturing wages in Mexico fell by 24 percent while 

industrial productivity (measured by the World Bank as gross output 

per employee, considering both national and export-oriented 

industries) increased by 28 percent, in Bangladesh, wages did not 

change during this period, but productivity grew by 20 percent. In 

Brazil, on the other hand, wages did grow faster than productivity 

during this period -- 64 percent vs. 25 percent (World Rank, 1992), 

but not fast enough to offset the country's substantial unit labor 

cost advantage in most export industries.

Congressman George Brown, sponsor of the Child Labor 

Deterrence Act, advocates that U.S. policy should also insist that 

third world wage rates should rise with productivity gains (Brown, 

Goold and Cavanagh, 1992) . As the above examples have suggested, 

however, the policy should go further. If wages are set too low, an 

assurance that wages will henceforth rise with future productivity 

gains will prevent the standard from getting worse with respect to 
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vi.
Implementing Existing Law to Require Regulation of 

Exporters' Wage Regimes

while wages have been suppressed. Unless compensatory boosts remedy 

this pattern before tying minimum wages to Mexico's future 

productivity (now growing at about 6 percent a year), the proposed 

policy will only lock-in the existing disparity in unit labor costs 

which stems from Mexico's surplus labor force, availability of child 

labor, and national policies to suppress adult wage levels.

There is already U.S. legislation which provides tools to 

accomplish this regulatory goal. Throughout the 1980s, former 

Congressman Donald Pease (Ohio) sponsored amendments, eventually 

enacted, to several trade laws which require U.S. foreign trade to 

be conducted consistent with "internationally recognized worker 

rights." While specific language differs slightly from statute to

Unlike the feasibility of enforcing a prohibition on inports 

manufactured with child labor, it is neither practical nor desirable 

to develop policies fixing the wages at which imports are 

manufactured, since to do so would go beyond appropriate regulation 

to a destructive interference with labor markets. However, just as 

a child labor prohibition has precedent in the U.S.' own domestic 

regulation, there is a domestic tool to establish a floor under 

wages which is appropriate for adaptation to the new 

internationalized economy -- regulation of minimum wages. Just as 

the FLSA established the principle that wage competition in domestic 

interstate commerce should not force wages beneath a nationally 

accepted minimum level, so it may be appropriate to regulate the 

import of products which are manufactured in nations where minimum 

wage regulation is inappropriately weak. To succeed, however, such 

regulation must be uniform. To require only some developing nations 

to enforce appropriate minimum wage levels, while permitting others 

to keep wages suppressed, is only to invite capital to relocate from 

the former group to the latter (Rothstein, forthcoming).



which

exceptions.

the U.S.

Enforcement of these Pease amendments has been weak.

In the case of the Caribbean Basin Initiative,

to the 

International 

and the 1993

rights observance, including minimum

the initial letter designating Haiti

Haiti to use

protections, and required the Haitian 

workers who report minimum wage violations will 

their employers.

International worker rights provisions are included in the 

Caribbean Basin Economic Recovery Act of 1986 (the Caribbean Basin 

the Generalized System of Preferences Act (GSP, 

the Overseas Private Investment Corporation 

Section 301 of the 1988 Omnibus Trade and Competitiveness 

instructions for U.S.-designated Executive Directors 

international financial institutions (World Bank,

Monetary Fund, regional development banks),

appropriation to the Foreign Assistance Act (AID).

statute, m general the Pease amendments require nations 

benefit from trade concessions or assistance programs to provide 

their workers with the right of association, the right to organize 

and bargain collectively, protections against forced labor, a 

minimum age for the employment of children, and acceptable 

conditions regarding minimum wages, hours of work, and workplace 

health and safety.

with some

the 
United States required several countries, prior to being designated 

as eligible for CBI benefits, to sign agreements to improve worker 

wage policies. For example, 

as a CBI beneficiary required 
a weekly radio program to publicize labor code 

government to commit that 

not be punished by 
In the case of the Dominican Republic,

For standards like "acceptable conditions regarding minimum 

wages," the legislative history is clear that "the definition of 

worker rights be interpreted to be commensurate with the development 

level of the particular country," and that national worker standards 

would not be considered violations if they "are not inconsistent 

with the level of economic development of the foreign country" 

(Collingsworth, 1989).
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Initiative), 

discussed above),

(OPIC),

Act,



discussions mainly involved the right of workers to form unions

iChamovitz, 1984) .
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The Pease Amendments have made international worker rights an 

element of U.S. trade policy, but there has been no federal 

rulemaking to develop a methodology for defining acceptable minimum 

wage levels for developing nations, consistent with those nations' 

levels of development.

Section 301 of the Omnibus Trade and Competitiveness

1988 has never been used to pursue a worker rights claim, despite 

the Act's definition of the lack of respect for international worker 

rights as an unreasonable trading practice. Worker rights cases are 

discretionary under Section 301, and the USTR is only "authorized," 

not required, to impose sanctions in case of violations. Even 

without sanctions, however, the threat of sanctions could be a 

powerful negotiating tool if the U.S. Trade Representative used it 

to persuade developing nations to raise their labor st-andar-ds.

In part, policymakers' reluctance to define acceptable minimum 

wage levels stems from defensiveness about the charge that such 

regulations in U.S. trade policy would be "protectionist," designed 

designation letter required a commitment that all workers would 

receive payment of at least the minimum wage of $3.50 per day. 

Honduras was required to assign additional labor inspectors to the 

export zone. in other cases, designation letters' worker rights

Of contemporary laws regulating international worker rights, 

the Generalized System of Preferences (GSP) has gained greatest 

attention. The GSP offers duty-free status for most products 

exported to the U.S. from developing countries unless the exporting 

country "has not taken or is not taking steps to afford 

internationally recognized worker rights to workers in the country." 

However, as in the Bangladesh case described above, responsible 

executive branch officials have been reluctant to use this tool 

(Rothstein, 1993) .
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Failure to account for the possibilities of induced capital- 

labor substitution, as well as the incentives for better training 

and reduced turnover, is one reason why academic economists almost 

always predict that minimum wage increases will create unemployment 

and, in many cases, turn out to be wrong. More productive labor 

can, by offering products at both higher wages and lower costs, 

expand markets and employment together. The simplistic notion that 

labor is most efficient at its lowest cost was disproved in the 

ante-bellum American South, when plantation owners feared to entrust 

slaves with adequate tools because use of tools required more 

training, self-direction and motivation than could be expected from 

workers without adequate rights or standards; the notion has been 

repeatedly discredited since then. In extreme cases, twentieth 

century studies of third world workers continue to find that 

productivity can be dramatically increased if workers pay is simply 

It is undeniable that international worker rights advocacy is 

motivated in large part by a desire to protect domestic industries 

from being undermined by imports whose costs are artificially low, 

due to unacceptably low wages which bear no relationship to workers' 

productivity. However, it would also be mistaken to conclude that a 

higher minimum wage standard in developing nations, along with 

abolition of child labor, would not also benefit those nations, if 

the application of these standards was universal. The benefits of 

higher minimum wages are twofold: first, the incentive for industry 

faced with a minimum wage requirement to implement technologies 

which offset labor costs with even higher productivity; and second, 

the stimulus which comes from increased purchasing power of workers 

in a developing economy.

to cloak inefficiencies of U.S. domestic industries with an attack 

on the development strategies of third world nations. Surely, if 

the possibility of restricting imports manufactured with child labor 

stimulates widespread attacks on the U.S. for alleged protectionism, 

any effort to restrict imports based on the appropriateness of wage 

levels would stimulate even more furious reactions.



Rothstein: Workforce Globalization. A Policy Response; 11/11/93; p. 29

Vii.
Unacceptably Low Wages Depress Worldwide Purchasing Power

increased enough to purchase the minimal caloric intake needed to 

perform adequately (ILO, 1968). In such circumstances, however, the 

productivity pay-off is longer term than the immediate cost of a 

higher minimum wage, so uniform national enforcement is required to 

induce employers to make the necessary investment.

When developing nations have incentives to keep children in 

the workforce rather than in schools, these nations undermine the 

potential of their own economic growth by denying themselves a 

better educated workforce in the future. Of all labor standards 

violations, child labor is the most self-destructive, impoverishing 

not only present but future generations.

Few would disagree that an optimal strategy for developing 

countries would include both the expansion of internal markets by an 

increase in domestic purchasing power, and the growth of exports to 

finance greater investment in industrialization. Difficulties arise 

because in the absence of international wage regulation, no 

developing nation can afford to embark on the former policy since it 

threatens the nation's ability to embark on the latter. 

International wage regulation, however, could permit nations to find 

this balance. If the growth of wages and internal purchasing power 

was matched by the growth of wages in competitor exporting nations, 

third world policymakers could seize the opportunity to permit wage 

growth. They are denied this opportunity only by the willingness of 

industrialized nation importers to close their eyes to labor 

exploitation in all developing nation exporters. Just as domestic 

minimum wage regulation is needed to prevent a downward wage spiral 

which, in the long run, benefits no participant, so too is 

international wage regulation needed to prevent competitive 

impoverishment.
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Especially at the low standards of living of most third world 

industrial workers, the propensity to consume out of wages is 

relatively high. Thus, an increase in third world industrial wages 

will give the world economy a much-needed stimulus; continued wage 

repression runs the danger of confounding demand shortfalls to the 

point of disaster. As Jeff Faux stated.

One does not have to be an expert in economics to see 
that the world economy cannot continue with all nations 
expanding exports and constricting the ability of their 
workers to buy imports. Sooner or later, the combination 
of overcapacity, excessive debt and inadequate incomes 
will produce a world recession...(Faux, 1990) .

As Walter Russell Mead described, "when an automobile plant 

closes in Detroit, and reopens in Mexico with workers earning ten 

percent of comparable wages in Detroit, the supply of cars has not 

changed, but the demand has decreased. The unemployed Detroit 

workers cannot buy as many cars as they used to, and the Mexicans 

are too poorly paid to take up the slack" (Mead, 1989). To address 

these problems, Mead calls for a "global New Deal." A minimum wage 

policy was essential to the Keynesian strategy followed by the U.S. 

and other industrialized nations following the Great Depression. 

While economists generally believe that the globalization of

Whether the world economy is about to reach this point is 

uncertain. However, development economists who assume that higher 

minimum wages automatically result in reduced employment ignore the 

need to investigate its truth. The third world may be in a 

situation where, contrary to conventional wisdom, minimum wage 

increases of appropriate magnitude may not reduce employment. By 

contributing to a net increase in global demand, modestly higher 

wages may increase employment. This will be the case if there is 

presently worldwide surplus capacity; it is probable that such a 

surplus has been created, especially in the textile and apparel 

industries, by the entrance into export markets of more and more 

industries in developing countries, each seeking competitive 

advantage by lower and lower wage costs.
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of world demand should not be ignored,

implementing a global New Deal policy in which minimum 

is not also a centerpiece.

production and finance constrains the ability of nations to 

implement domestic Keynesian policies, many erroneously assume that 

international demand management is no longer an available economic 

policy. on the contrary, while it may be less available for an 

individual national government, it is all the more critical for 

international economic policy. While the importance of alternative 

international monetary and macroeconomic policies for the expansion 

it is hard to imagine 

wage policy

Federal rulemaking to establish acceptable minimum

policies for exporting nations, whether to fulfill the mandate of 

the Pease amendments or for the purpose of new legislation to 

accompany the Harkin-Brown child labor proposal, could follow these 

steps (Rothstein, forthcoming): First, as Mead did for Bangladesh's 

shirt industry and Brazil's steel sector, a determination should be 

made of the unit labor costs in the dominant industry of a 

particular country's export sector. This determination can be used 

to suggest an average wage level which would equalize that unit 

labor cost with the unit labor costs of similar industries in the 

industrialized importing nations. Second, an assessment should be 

made, based on the country's own experience as well as on the 

experience of countries at similar levels of development, of the 

relationship between a minimum wage and the country's average wage 

level. This determination can be used to suggest the minimum wage 

which would ordinarily be expected to generate the average wage 

level previously calculated for the dominant export industry. 

Finally, the industrialized countries should establish concessionary 

principles for countries at lower levels of development, for the 

purpose of encouraging and supporting the gradual movement of labor 

intensive industries (like garments and electronics assembly) from 

the higher to the lesser developed nations. if, as is presently 

done by multilateral lending agencies, developed countries are 

grouped in bands based on levels of development, countries in the 

higher bands should be expected to enforce minimum wage rates which 



wage rates and
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would normally support unit labor costs roughly equalized with those 

prevailing in the industrialized economies, while countries in the 

lower bands would be expected to enforce minimum wage rates which 

were a declining fraction of the optimal rate.

Policies to enforce acceptable minimum

prohibitions on child labor in economies which export to the United 

States are appropriate and necessary. Such policies will retard the 

competitive spiral in which developing and industrialized nations 

now find themselves, whereby wages in each nation decline as nations 

bid against each other for investment of firms manufacturing 

products for export. Higher labor standards will encourage 

developing economies to invest in education, training and 

technology, so that they make the most efficient use of their 

available workforces and create the greatest returns for their labor 

investments. And such policies will contribute to the growth of the 

world's final demand, so that all economies, developing and 

industrialized alike, have a greater opportunity to implement full 

employment policies which benefit all their citizens.
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And Clinton’s (failing) attempt to stop them.

By John B. Judis

demand. Last year, Americans’ hourly wages didn’t grow 
at all. And the waces of workers in minino- mnQtrnrtirxn

(

•f the world market. .American steel and auto companies
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“F could always offset wage increases with price increases 
without undermining their profits or market share.

During these years, American workers in the private 
sector occupied three tiers. On the first tier were workers 
from largely unionized industries in manufacturing, 
transportation, mining and construction. These workers 
enjoyed a 10 percent to 30 percent wage and benefit pre­
mium over their nonunion counterparts, who comprised 
the second tier. The third tier was made up of primarily 
nonunion service and small-business workers. Wages in 
this tier, subject to supply and demand and the minimum 
wage, ran as little as one-third of those in the first tier. 
Despite the hierarchy, however, workers in the second 
and third tiers benefited from the wage gains and clout of 
first-tier unionized workers. Employers of nonunionized 
workers in industries dominated by unions often paid 
comparable salaries in order to discourage unionization. 
And third-tier workers benefited not only from increases 
in the minimum wage won by unions, but also from the 
looming threat of unionization.

By the early '70s, American business lost the industrial 
superiority that had supported this edifice. In 1971 the 
United States, competing with revived European and 
Japanese manufacturers, ran its first trade deficit since 
1893. And as more countries modernized, American 
firms in key industries such as steel, automobiles, ship­
building and textiles faced a global glut of production. 
Business became a tougher game in which even minor 
price increases could lead to huge losses in market share 
and profits. It was under this pressure that American 
firms began to re-examine their relationship with labor 
and their commitment to the prevailing wage structure.

During the 1970s corporations started to resist wage 
increases and fight labor unions in the political arena. In 
1972 corporate CEOs formed their own lobbying organi­
zation, the Business Roundtable. During the Carter years, 
the Roundtable’s lobbyists succeeded in watering down 
the Humphrey-Hawkins Full Employment Bill and in 
blocking labor law reform that would have amended the 
National Labor Relations Act to increase the penalties on 
employers that used intimidation to discourage workers 
from joining a union. In the 1980s, under Ronald Rea­
gan, business went even further, defeating attempts to 
adjust the minimum wage to inflation and securing the 
nomination of anti-labor candidates to the National 
Labor Relations Board and other government panels.

or twenty years the wages of working peo­
ple have been stagnant or declining.... 
For too many families, even when both 
parents were working, the American 

dream has been slipping away. In 1992 the American 
people demanded that we change," Bill Clinton 
declared in his State of the Union address. But in the 
vear he has been in office, Clinton has not succeeded 
anv better than his predecessors in meeting that 
demand. Last year, Americans’ hourly wages didn’t grow 
at all. And the wages of workers in mining, construction, 
transportation, public utilities, retail, business and 
health services fell as much as 2 percent. Even college- 
educated workers—thought to be immune from eco­
nomic distress—saw their wages drop almost 1 percent. 
And these are the lucky ones. The rest have had to make 
do with temporary jobs or have simply been laid off.

As Clinton acknowledged, these figures are about more 
than just dollars and cents. They are about the sustaining 
mvth of American life. In the twentieth century, the 
promise of America—once religious salvation—became 
an ever rising standard of living. Until the 1970s that 
promise was fulfilled. But since then, Americans’ real 
wages have been falling at an increasing rate—1.6 percent 
from 1973 to 1978 and 9.6 percent from 1979 to 1993. So 
far the reaction has been a low rumble, muted by two- 
earner families and overtime hours. But if wages continue 
10 decline, that rumble could turn into a deafening roar.

There are plenty of causes: government policies, new 
technologies and automation, more women in the work 
force. But the most important, and an often overlooked 
one. is the change that occurred in the relationship 
between business and labor after the loss of American 
industrial supremacy. The unfashionable truth is that 
the decline of .American wages has been largely a result 
of the decline of American labor unions.

From World War 11 through the early '70s, American 
business and labor leaders enjoyed an amicable relation­
ship. Thev worked together against Soviet communism 
and for free trade, civil rights and increases in Social 
Security and the minimum wage. While they sometimes 
exchanged harsh words at the bargaining table, they 
reached agreements that, between 1948 and 1973, dou­
bled the real wages and benefits of American workers. 
I he relationship was sustained by U.S. firms’ domination 
of the world market Ameriran ma ___  

Why your wages keep falling



in Washington, unions lost

The effect of this on wages can be calculated

immigrants during the ’80s drove down the wages of

1992 dollars). Workers in the second tier began to

hour

c . I -- - ------------- ----

tion of male income to be softened. By contributing to

T

j ------ '"'■“““a a "'‘“cuing gun oetween lower-
and upper-income workers and between high school and

I nited States, however, business sought to defend its 
profits primarilv by holding down 1
nating unions or preventing them from organizing?

.own wages: often by elimi-

Dunng the Reagan years, businesses also began to 
demand and get “givebacks” from unions. Corporations 
won unprecedented concessions in meat-packing, tires, 
steel, motor vehicles, trucking and air transportation.’
Companies that didn’t have unions used long neglected

Emope and Japan. European and Japanese firms also 
ac_ed stiff competition and global overcapacity in the 
19/Os and 1980s. But in Western Europe, because of the 
suength of their unions and their countries’ social

At a deeper level, business’ successful offensive against

Instead of unionized workers setting the pace 

state of the wage economy. The first tier began to shrink 
and collapse into the second tier. Workers in the heavily 
unionized steel industry, for example, saw their wages

he entry of women into the work force mav also 
have depressed real wages. From 1970 to 1988 
the percentage of working women rose from 
43.3 to 56.6. These new workers probablv helped 

hold down wages in third-tier service work, but more 
important, they allowed the impact of the sharp contrac­
tion of male income to be softened. By contributing to 
family income, women made it possible for families to 

■increase their income even though individual wages 
were declining. According to Mishel and Bernstein, fam­
ily income grew 0.6 percent per year from 1973 to 1979 
and 0.4 percent from 1979 to 1989. If family income had 
declined at the same precipitous rate as male income, 
then workers would have fiercelv resisted wage cuts, and 
the 1980s might have been a period of labor militancv 

only 29 percent were, while those employed in the

- ■ - ---------------•“ sector rose from
18 percent to 23 percent. And union attempts to orga­
nize these service workers proved largelv unsuccessful.

The trade deficit and immigration didn’t help. In 
1982 the United States began running massive trade

hour in 1992. Meanwhile, workers in the third tier, 
deprived of even the modest protections of the mini­
mum wage, found themselves edging toward subsistence

Under relentless attack from business and facing a 
hostile administration i* t  
ground, declining from 31 percent of the nonagricuh 
rural work force in 1970 to 26 percent in 1979 to 13 per­
cent today. The effect of this on wages can be calculated 
bv multiplying the loss in the wage premium by the 
number of workers who might otherwise have been rep- 
lesented by unions. On this basis, Lawrence Mishel and 
Jared Bernstein of the Economic Policy Institute, the

were declining. According to Mishel and Bernstein, fam­
ily income grew 0.6 percent per year from 1973 to 1979 
and 0.4 percent from 1979 to 1989. If family income had 
declined at the same precipitous rate as male income, 
then workers would have fiercelv resisted wage cuts, and 
the 1980s might have been a period of labor militancy 
similar to the 1870s or 1930s.

Of course, not all workers have suffered declining

authors of The State of Working America, estimate that the 
collapse of unionism cost blue-collar workers 3.6 per­
cent m real wages from 1978 to 1988.

At a deeper level, business’ successful offensive against 
unions changed the wage structure of the American 
economy. Instead of unionized workers setting the pace 
in wages, they became a lagging indicator of the real

steel, motor vehicles, trucking and air transportation. 
Companies that didn’t have unions used long neglected 
loopholes in labor law to thwart unionization; other 
unionized companies such as Phelps Dodge and Eastern 
.Airlines, inspired by Reagan’s ouster of the patco strik­
ers. sought to remove their unions.

hostile administration

deficits in industrial goods, particularly cars, auto parts 
and consumer electronics, creating a net loss of Ameri­
can manufacturing jobs. And the influx of unskilled 
j-- • • ---
third-tier workers, particularly in the West. In a ^99] 
study for the National Bureau of Economic Research 
economists George J. Borjas, Richard Freeman and 
Lawrence Katz (who is now the Labor Department's 
chief economist) estimated that from 1980 to 1988 up

wages in the past two decades. During the 1970s college 
educated workers and upper-level white-collar workers 
found their wages stagnating, but in the earlv '80s. thev 
gained ground, creating a widening gulf between lowe’r- 
and upper-income workers and between high school and 
college-educated workers. But this gap mav prove tran­
sitory. From 1989 to 1993 the wages of white-collar exec­
utives and managers dropped 0.8 percent, the wages of 
technical workers fell 2.9 percent and the wages of

In this climate, other shifts took place t 
wages still further. To cut costs, businesses began""to

fall from S20.37 per hour in 1981 to $17.91 per hour in 
28/ to si6.87 per hour in 1992 (all these figures are in 

1992 dollars). Workers in the second tier began to see 
their wages driven down to the level of nonunionized 
laborers and service workers. The wages of partially 
unionized meat-packing workers went from $13.98 per 

m 1981 to S10.39 per hour in 1987 to $9.15 per
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and business, firms sought other means to protect their 
profits, from trade protection to limits on immigrant

O1 KCl S to OFl-t hp-mh nmrl i IA TV. ___ _______

democratic parties, and in Japan, because of theVJm? 
mitment to a harmonious relationship between labor

Lawrence Katz (who is now the Labor Department's 
f chief economist) estimated that from 1980 to 1988. up 
I to half of the 10 percent decline in the wages of highf 
I school dropouts was attributable to the trade deficitTndl 
| the immigration of unskilled labor —------------

T

■' O' kers to on-the-job productivity. When these measures 
failed, thev even accepted lower profit rates. In the 

profits primarily bv holding d>

1.92 million in 1987. Companies also replaced workers

tion, manufacturing output rose 13.1 percent, while the

levels. Workers in restaurants and bars—one of the 
fastest-growing groups in the 1980s—saw their wages fall 
from sb. 14 per hour in 1981 to $5.46 per hour in 1987 to 
'•■>.29 per hour in 1992.

his collapse of the partnership between business 
and labor and the resulting decline of unionism 
helps explain why real wages fell so sharply in 
the United States but were resilient in Western

faced

to weaken

move manufacturing facilities overseas In 1987 
automakers spent $28 billion on parts manufactured 
overseas, up from $8 billion ten years before. The Big 
Three went from importing 500,000 engines in 1983 to 
1.92 million in 1987. Companies also replaced workers 
with technology. From 1979 to 1992, thanks to automa­
tion, manufacturing output rose 13.1 percent, while the 
work force declined by 15 percent. Both trends elimi­
nated many of the higher-wage first-tier jobs and 
plunged these workers into competition for lower-wage 
second-tier and third-tier jobs. In 1979, 38 percent of 
25- to 34-year-old male high school graduates were em­
ployed in better-paying manufacturing jobs; bv 1987 
only 29 percent were, while those employed 'in the 
low-paying wholesale and retail trade sector rose from



IDemocrats is to restore the pre-1973 status quo. They

nine dilemma that American businesses face. If wages

of Frigidaire or Philco. The world economy is simplv a I I 
different and less friendly place than it once was. '

atives of management or the protections of a craft guild.

s
ble deal. Business would support labor law reform to put
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pi edit is ihat from 1990 to 2005 job openings for college 

rears, while the number of bachelor’s degrees will

college-educated workers declined by 2.5 percent.
The i ise and then fall in white-collar wages was caused 

partly by a shift in supply and demand. According to 
economists Frank Levy and Richard Murnane, the num­
ber of college-educated workers rose 85 percent be­
tween 1971 and 1980; then, between 1979 and 1987, a

will raise the future wages of those involved. The most 
recent Labor Department survey, conducted by the 
highly respected Mathematica Policy Group, found that 
laid-off workers who underwent training under the 
Trade Adjustment Assistance Act failed to raise their 
wages. More than three-quarters of the workers, the 
study found, “earned less in their new job three years 
after their initial unemployment insurance claim than 
they did in their pre-layoff job.”

The solution favored by many labor leaders and liberal 
Democrats is to restore the pre-1973 status quo. They 
want to raise the minimum wage (which Clinton has 
postponed asking Congress to do), reform labor laws, 
restrict the immigration of unskilled workers and 
remove incentives for firms to have foreign countries do 
their manufacturing. While these measures address the 
causes of wage decline much more directly than do the 
economists’ or Clinton’s proposals, they slight the gen­
uine dilemma that American businesses face. If wages 
were to increase at the rate that they did from 1948 to 
1973, many American firms quickly would suffer the fate

time when new technology was creating demand for spe- 
ciallv trained workers, the number rose by only 32 per-

What is really needed is a grand compromise between 
business and labor, where business would secure labor's 
commitment to raising productivity and keeping wage 
costs competitive in exchange for its support of legisla­
tion strengthening labor’s organizing rights. Although it 
wouldn’t restore the status quo ante, this kind of com­
promise would do more to brake the fall in wages than 
the most innovative training program.

Some labor economists and maverick labor leaders 
have already suggested this kind of compromise, mit 
economist Thomas Kochan, a member of the admini­
stration’s newly appointed Commission on the Future of 
Worker-Management Relations, has proposed one possi­
ble deal. Business would support labor law reform to put 
teeth into the laws that deter companies from strong- 
arming against union organization. In return, labor 
would swallow what is now a potentially illegal wav to 
raise worker productivity—Japanese-style, management- 
sponsored employee committees in nonunion work­
places. But while some labor unions would support this 
kind of compromise, business is almost universally 
opposed. Absent a wave of 1930s-style worker militance, 
business leaders believe they would be giving up more 
than they receive by agreeing to any new labor organiz­
ing rights. Kochan has tried to interest Clinton and 
Reich in this idea, but they remain enthralled with the 
panacea of retraining.

It would be nice if the affliction of falling real wages 
could be cured through the market’s invisible hand. But 
it has already persisted through three recessions and 
recoveries. It s a problem that ultimately requires vision­
ary thinking and radical political action. But like other 
such problems (welfare reform leaps to mind), the 
decline of wages will probably have to get worse before 

everyone can agree on a viable strategy for reversing it. 
What our standard of living will be when that happens is 
anybody’s guess. •

cent, bidding up wages. Now supply is once more out­
running demand. In The Monthly Labar Review, Kristina 
Shellev. an economist at the Bureau of Labor Statistics, 
pi edicis ihat from 1990 to 2005 job openings for college 
giaduates will slump compared with the previous five 
'ears, while the number of bachelor’s degrees will 
inctease. The temporary reprieve for college-educated 
earnings may already be over.

White-collar and college-educated workers are also 
going through a process called “proletarianization.” Ini- 
tialh >een as professionals or as part of management, 
these workers are now finding their work regulated in 
i he same manner as wage workers in factories and 
offices. Doctors and nurses have become employees of 

i im< is; computer programmers have become piece work­
ers for giant software firms. As they have lost the prerog- 

their wages have begun to fall like everyone else’s. °

o what s to be doner' Plenty of solutions have 
been proposed to counter the decline of wages, 
but most of them address secondary rather than 
primary causes. Economists typically blame lower 

" ages on lagging productivity and hope higher produc­
ts it\ is the answer. They’re half-right. Higher productiv- 
itv is necessary for higher real wages, but it hasn’t 
turned out to be sufficient. During the 1980s manufac­
turing productivity grew a robust 3.6 percent annually, 
bu.- manufacturing wages fell by 0.6 percent per year. 
What might have been labor’s share went into dividends 
and profits.

C linton s solution, derived from Secretary of Labor 
Robert Reich, is to finance worker retraining. Reich 
argues that the cause of wage decline is a mismatch 
between workers’ skills and the demands of a high-tech 
economv. resulting in too many unskilled or semi-skilled 
uorkers chasing too few jobs and too few college gradu­
ates chasing the new high-wage, high-skill jobs. Reich has 
proposed spending s3.5 billion on worker retraining over 
the next four years. “Ml of the studies show that if you get 
h mg-term training [for] a year or more,” Reich explains, 
vou re going to affect your future incomes by increasing 

that future income by an average of 5 to 6 percent.” 
Reich is also half-right. There’s a surplus of unskilled 

and semi-skilled labor. Unfortunately, giving them skills 
won t necessarily help things. According to a study last 
tail bv James Franklin of the Bureau of Labor Statistics, 
most new jobs in the next decade will be as unskilled 
hospital orderlies or food preparation workers, not as 
software engineers or marketing supervisors. And while 
ii .lining, especially on the job, can boost productivity, 
siudies don't bear out Reich’s or Clinton’s hopes that it
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tivity and greater opportunity. “There is
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in ways that boded ill for Americans in

shock and a recession; ignoring the pos­

ing to finance and services. The effect of transfer payments; and making a facile
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the conservative Heritage Foundation,
the liberal Brookings Institution, and highest-earning one per cent of Ameri-

below the poverty line, having declined S 
from 21.2 ner rent rn 1? npr rpntfrom 21.2 per cent to 12.5 per cent be- <
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the Massachusetts Institute of Technol­
ogy and Boston College, respectively, ar­
gued that American companies had re-

Highest quaiiry belt 
dirca from manufac­
turer. Handsewn with

rance of history, didn’t understand that 
such dislocations were mere footnotes in 
the long march toward higher produc-

acted to the adversities of the seventies faulted for, among other methodological 
in ways that boded ill for Americans in sll^o, u
general—by closing plants, cutting capi- of years that encompassed

these policies was to preserve and, in 
some cases, enhance profits, but at the
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analysis became explicit in a 1983 Atlan­
tic article by the journalist Robert though, it is remarkable how well they

N the early nineteen-
eighties, a handful of
young economists and

economics-minded journal­
ists began to worry about
what they said was a pivotal
change in the nation’s course:
away from the broad-based
prosperity of the postwar
years (when it had been
widely assumed that the
middle class would someday
“absorb the poor”) and to­
ward a Third World-like
division of wealth and in­
come. In “The Deindustrialization of f ’ ______ ___ ___
America,” published in 1982, Bennett only one problem vvith this trend,” Rob-
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tai investment, moving jobs overseas,
and shifting resources from manufactur- sible mitigating effects of taxes and

served in the NationalJournal. “It doesn’t 
exist.”

The declining-middle theorists were

points in between, the declining-middle 
theorists were dismissed as naive ideo­
logues who had been listening to too 
many stories of steelworkers turned 
hamburger-flippers and, in their igno-

-7 J---------------- *--- --  vnuugll, 11 15 icnicuKUU1C now wcu tney
Kuttner, who pointed to an "increasing did understand—or, at any rate, how 
concentration of jobs at the extremes of well their understanding comports with 
the country s range of earnings, and as- the firmer impressions and the less dis-

Smc« ’948 (housanos of libraries and individuals have been 

buying regularly; you can too H.story. literature, fiction, military, 80 

other subjects Send two dollars for listings of 25.000 titles & prices 
to EDITIONS Desk Y. Boiceviiie. NY 12412

we aiso nave two associated bookshops (with large stocks of 

oooks not tn our lists) that are open seven days. 10-5 

In Asnokan NY on Rt 28. 9mi W of NYS T way Exit 19 

In Lebanon NJ Rt 22E at Gristmill just off 1-78; Exit 20A or 18

stone, of a new disconnection between 
corporate profitability and national eco­
nomic health. What was implicit in their understand something that v— -
7 - J .’ ■ statistically clear. That being the

serted that “the country’s future as a 
middle-class society is in jeopardy.”

The economics profession as a whole growing, and it

i.

4 fl

can households rose from three hundred 
and fifteen thousand dollars to five hun­
dred and sixty thousand dollars—an in­

crease of seventy-seven per cent. Mean- g 
while, the proportion of full-time y 
year-round workers with earnings at or y

puted data of the present day.
. . . Inequality, it is now agreed, was

The economics profession as a whole growing, and it was doing so indepen- 
treated these warnings with^disdain. At dently of any recession. Between 1977 

„ > and 1989, the pretax income of the

distinction between manufacturing and

cost, according to Harrison and Blue- former and vices of the latter. On 

level, the indictment was 
valid, for they were guiltv of trying to 

was not yet 
: case,



Dollars and Dreams,” which 
in 1987, the labor economist Frank Levy heights of putative unbeatability) that

the shift toward smaller families and American economy’s ability to produce
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two-income households had allowed 
many .Americans to maintain or increase 

the sort of jobs on which middle-class 
security depends, although many, in

new sense <
living patterns, along with

ticial reading of the statistical record in­
dicated. The demographic side of the 
story as he read it was the way in which 
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nomenon, income polarization has 
meant a great deal of hardship for a 
great many people. As an intellectual 
one, it’s that rare clear case—a comfort 
to every academic or social critic who has 
ever suffered from feelings of marginal­

prescribing, ity—of a fringe theory that has won over

their levels of consumption (and gain moving from denial to acceptance, have 
accecc to wonder products like VCRs dispensed with the intermediate step of 
and microwaves) despite falling wages acknowledging that their views have 

of economic fragility, changed. As a social and economic phe-
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nections blamed a sudden swelling of lining the pockets of the wealthy and 
rhe labor supply in the form of adult sending the economy into “capitalist 
baby boomers and working mothers. In overdrive,” it was an early signal (six

These days, it is hard to find an 
economist or a policymaker who does 
not express some anxiety about the 
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the winds were shifting. With Phillips’ 
endorsement, the theory of middle-class 
decline had crossed over—from left to

Recorded Books'
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and he wrote in measured language of 
the kind that economists of all persua­
sions could relate to. Bluestone and 
Harrison’s book “The Great U-Turn,” 
which appeared in 1988, was, by con­
trast, a call for action. But along the 
way the authors carefully addressed and 
refuted a number of criticisms of the 
declining-middle idea, and their book, 
like Levy’s, became a central point of 
reference in what was before long a rich 
body of literature—books and articles, 
scholarly and popular, by, among other 
authors, Barbara Ehrenreich, Lester 
Thurow, Robert Reich, Juliet Schor, and 
William Julius Wilson—on income 
polarization, deindustrialization, the 
erosion of middle-class jobs, and the 
rippling effects of these problems across 
American society.

If Levy, Bluestone, and Harrison may 
be said to have provided the proof, the 
credit for getting the theory into the 
mass market belongs to Kevin Phillips’ 
“The Politics of Rich and Poor,” a 1990 
book, whose main significance lay not in 
what it added to the argument (fairly 
little) but in the identity of its author. 
When the architect of what, in 1969, he 
had aptly dubbed “The Emerging Re­
publican Majority” denounced the 
Reagan and Bush Administrations for 

a series of low-key articles and a book, months before the Gulf War propelled 
"Dollars and Dreams,” which came out George Bush’s approval ratings to 

made a persuasive case that in fact wages
had stopped growing in the early seven­
ties and incomes had been getting more

hiving Force
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unequal since 1979. These trends, Levy right, and from the campus to the shop- 
argued, were more severe than a super- ping mall.

tween 196o and 1970, and having hov­
ered in the twelve-to-fourteen-per-cent 
range through the seventies, had risen to 
18.9 per cent. These things added up to 
a phenomenon that transcended statis­
tics: a story of wealthy Americans who 
were gaining faster than ever, and of 
middle-class Americans who felt poorer 
and more vulnerable than their par- 

efts or, to put it another way, of 
middle-income Americans who didn’t 
quite feel middle-class. Moreover, the 
declining-middle theorists had identified 
(and their critics were doing their best to 
obscure) a trend that threatened ideas 
about opportunity and social mobility 
in which the nation had a deep psychic 
Investment.

What had been obvious to a lot of 
non-experts became acceptable to a 
broad swath of economists in the late 
eighties, when the profession began sift­
ing through the statistical returns on 
what the Bush Administration’s publi­
cists dubbed the longest peacetime eco­
nomic expansion in American history. 
How to explain the quirky fact that a 
great many poor and middle-class 
Americans weren’t sharing in the merri­
ment.- One tempting theory—at first 
widely embraced by economists with 
and without federal-government con-

and a
These new
the unprecedented borrowing of the 
eighties, were “tricks" that created an il­
lusion of continued prosperity. Levy 
added that Americans were running out 
of tricks.

Lexa- was describing, not 
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the experts and worked its way into the 
thinking of society at large.

“The Politics of Rich and Poor” was 
an oddity: a best-seller about economics. 
Still, Kevin Phillips’ readership was tiny 
next to the audience reached in 1992 by 
a man who deserves to be called the 
great popularizer of middle-class decline. 
Bluestone, Harrison, and Kuttner were 
part of a circle of economic thinkers 
which included Reich, Thurow, Laura 
Tyson, and Derek Shearer; through the 
vehicle of the Economic Policy Institute 
(founded by Reich, Thurow, and Kutt­
ner, among others), and through Reich’s 
personal ties to Bill Clinton, the insights 
and ideas of these people formed a con­
spicuously large part of the Governor of 
Arkansas’s economics education, and 
they had a profound effect on his cam­
paign for President. At times, it is true, 
Clinton treated the middle-class issue 
simply as a stick to beat his less sensitive 
adversaries with, but it was clear that he 
had actually read and absorbed much of 
the literature. To follow his speeches 
and question-and-answer sessions was, 
in effect, to watch a long televised semi­
nar on inequality and its roots and rem­
edies—a seminar that is now continuing 
in the form of debate over the Clinton 
Administration’s economic program.

That program, with its emphasis on 
investment in children, infrastructure, 
worker training, and advanced technolo­
gies, is the clearest evidence of the atten­
tion that Clinton and his advisers have 
paid to the declining-middle literature. 
But its influence can also be seen in 
more subtle ways. As a candidate, and as 
President, Clinton has refused to lay the 
blame for the sorry state of the economy 
entirely on the former White House 
management; in that omission, he im­
plicitly acknowledges one of the consis­
tent themes of the declining-middle 
theorists—that the most worrisome 
trends in our economy, however much 
they may have been exacerbated by the 
Reagan and Bush Administrations, pre­
dated them, and were not fundamentally 
government’s doing to begin with. In its 
personnel decisions, too, the new Ad­
ministration has broken with custom: 
the Brookings Institution—principal 
suppher of economists to every Demo­
cratic President in memory—has been 
all but ignored. In effect, the economics 
establishment has been cast into 
policymaking oblivion as punishment for 
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TZatherine Newman, who has writ- 
JLX. ten two books on the perils of be­

ing a middle-class American in the late 
twentieth centuiy, is an anthropologist. 
“Falling from Grace,” which came out in 
1988, was based on interviews with 
people who had lost highly paid blue- 
and white-collar jobs during the great 
industrial contraction of the late seven­
ties and early eighties; Newman was 
writing about a societal failure, which, 
she pointed out, was often experienced 
as individual failure. In her latest book, 
“Declining Fortunes: The Withering of 
the American Dream” (Basic Books; 
$23), she is writing about Americans 
whose disappointments stem not from a 
sudden blow to pride and pocketbook 
but from the slow discovery that they 
will never be able to replicate the 
middle-class comfort of their child­
hoods, to say nothing of grander aspira­
tions. Her subjects are baby boomers— 
men and women who experienced the 
economic tumult of the seventies and 
eighties as young adults. This is not 
unfamiliar subject matter, but in 
Newman’s telling the consequences of 
“postindustrial decline” range well be­
yond the usual, quantifiable difficulties. 
She writes, for example, about retired 
grandparents separated from their 
grandchildren by a housing market that 
excludes many baby boomers from the 
communities where they grew up, and 
about not so young couples plunged into 
the brave new world of fertility-boosting 
technologies by their decision to give 
priority to career considerations in their 
prime childbearing years. The “unseen 
hands” of the economy reach into deci­
sions about “when to marry, when to 
have children, where to live, how easily 
we can remain close to our extended 
families, whether we will be able to en­
joy our sunset years or will have to fret 
over every dime,” Newman writes. “And 
on all of these counts, the largest living 
generation of Americans is doing worse, 
enjoying less of the good life” than its 
parents.

“Declining Fortunes” is based on in­
terviews with members of some sixty 
families that settled after the war in a 
newly suburbanized New Jersey town, to
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that concern Newman, is Donald Katz’s
rich “by sitting tight and doing almost “Home Fires”—a history of a single sub-

, she observes that “the hand of “things did not go according to plan." frugal habits of their elders did help 
TDmrnt------- rnp mnnrrv’e notinml ir->_ ’T'ka __ ________• x._______”1____________ • i • « « .

explain.”
If Newman occasionally oversteps, pattern of intergenerational judging—

social sciences’

impersonal economic forces, they “can-
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.iddresses these issues, and also the ones

urban family from the war 1
present.) Still, there is essential truth in  
Newmans point that the postwar par- the boomers would be better off, — - 
ents “staked much of their own sense of generation, if they had saved and in­
success on the lives of their children and vested more, and borrowed less. The

w. ’jAcTT' '

long before the first hints of postin- not help but think that the next genera- 
dustnal decline—sterile suburbs, juvenile tion is seriously flawed.” They may

- i

r .. .

is too simple: she skips over some large 
social problems that reared their heads

which the author has 
given the pseudonym
Pleasanton. She de­
scribes it as “typical,” but 
its typicality has come to 
include a severe class 
-chism between the older 
residents, who ran the 
gamut of middle-class 
occupations, and the 
younger ones, who, what 
with a steep rise in prop­
erty values, tend to be 
"very highly paid profes­
sionals." Few children of 
the postwar settlers still 
live within easy visiting 
range.

In Newman’s inven­
tory' of the forces that 
made Pleasanton pos­
sible she makes a proper 
fuss over the Works
Progress Administration 
(which built roads join­
ing cities and developable 
farmland), the G.I. Bill, 
and the Federal Home
Loan program, and she is 
clear-eyed about the 
"real-estate madness” 
that allowed suburbia’s settlers to get 

. ownership has become a wispy goal for a had to pay for maturing in the wrong
name a tew. (A recent book that richly great many baby boomers—hardly real place at the wrong time.” If her book has

.u------ enough f0 plan for_but they can,t help for the men women

suspecting that the kids would be able to 
muster a down payment if only they 

to the didn’t eat out so much. Of course, there 
is some rough justice in their criticism: 

-------------------as a 
generation, if they had saved and in-

^ki

delinquency, and the alienation of derstand, 
breadwinners from their children, to

nothing"—the same madness that later
accelerated the dispersal of their chil­
dren. Because Americans are at least as
strongly disinclined to credit the struc­
tural causes of success as of failure, how­
ever,
government—the country’s national in­
vestment in this new middle class—is 
subtracted from the moral tales” that the go backward. This tangled reality has
postwar generation tells. In their eco- I r IL... _L_,
nomic autobiographies, the story is one boomer and postwar parent alik<
ot "depression deprivation, wartime ' ' "
sacrifice, and struggling married couples
who never went out to dinner or bought
new cars."

Newman presents the economic lives social sciences reason 1„. 6.
ot these postwar parents as a sort of fairy postwar parents, she writes, make moral­
tale with only one blot: the troubles of ity tales of their children’s lives, just as
their grown-up children. Of course, this they do of their own. Reluctant to see

their sons and daughters as victims of the public mind with the cold acquisi­

tiveness of yuppies, who “never consti­
tuted more than a small fraction of the
boomer population”; they are entitled toun- t

on some level, that home “some recognition of the price they have

it

The boomers are in trouble, ’ she writes, bring about the postwar boom, but the 
“Many are discovering what it means to boom, in turn, eroded the habits. Many

become a problem that everyone—

:e—must

of the boomers, having absorbed their 
parents’ homilies, harbor similar criti­
cisms of themselves and their peers, 
and—the final wrinkle in this complex

equally often she arrives at the sort of the parents, insofar as they blame their 
eye-opening generalizations that are the children, also blame themselves for the 

for being. The way they raised them.
Sympathy is Newman’s only policy 

recommendation. The boomers, she 
says, deserve better than to be linked in
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at work in Washington plotting the 
nation’s economic renewal, it may lie in 
her reminder that the country’s woes re­
sult not simply from our present weak­
ness but from our former strength. Our 
decline has a psychological as well as 
an economic dimension: it’s a matter 
of people who were raised for one set 
of conditions being presented with 
another.
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“A book 
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not reverse (and might even accelerate) 
the trend toward inequality, because, it is 
said, we are experiencing nothing less 
than the rise of an Information Age 
meritocracy—the sort of deep, long­
term trend that is beyond any society’s 
capacity to gready alter.

One of the more cogent presentations 
of this argument is to be found in 
Mickey Kaus’s “The End of Equality” 
(Basic Books; $25), which appeared— 
uncoincidentally—in the thick of the 
Presidential race. Kaus, a journalist and 
social critic based at The Neu Republic, 
was sending a policy memo to the 
Democratic Party on the eve of what he 
uneasily hoped would be its return to 
power. The United States, he argued, 
was rapidly becoming the society that 
“the guidance counselors warned us 
about,” in which people without college 
degrees would be “sunk,” and small 
differences in skill and talent would ac­
quire profound economic importance.

By and large, the apostles of the 
meritocracy theory have taken a rather 
callous view of income inequality. Kaus, 
by contrast, musters a great deal of in­
dignation at the high-living attitudes 
and escapist tendencies of the new eco­

nomic elite, and at a vi­
carious middle-class snob­
bery that takes the form of 
“fascination, respect, envy, 
and pathetic attempts at 
imitation.” He accepts the 
private sector’s reward 
structure as largely inevi­
table; yet, at the same 
time, he wants to do 
something about it. His 
remedy (drawing on the 
ideas of the political phi­
losopher Michael Walzer, 
who has tried to iden­
tify some realms of life 
where money ought not 
to rule) is the creation of a 
spruced-up and expanded 
“public sphere” of parks, 

libraries, schools, medical facilities, 
and communal places and spaces of all 
kinds where people of all incomes and 
social standings can meet with their 
heads held high. Kaus would leave the 
employment and pay arrangements of 
the private sector alone but use this pub­
lic sphere to “block” the transmission of 
income differences into pervasive class 
differences.
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’ICE-PRESIDENT At GORE, in a 

speech earlier this year, invited the 
American automobile industry to dream 
of becoming “dominant” again. The 
Vice-President, like the President, is a 
baby boomer. When people of their 
generation think of good times, they in­
stinctively imagine a return to America’s 
postwar glory, but such a picture may be 
a setup for fresh disappointment. A 
more realistic national objective for now 
might be a secure footing in the First 
World; the United States could do 
worse than learn to be just another ad­
vanced industrial nation, if that status 
brought such blessings as universal 
health care, long vacations, and decent 
jobs for people without special advan­
tages—things that Western Europe and 
Japan take for granted 
and we now conspicu­
ously lack.

How might this ob­
jective be achieved? For
Bluestone, Harrison, and 
others on the left, who 
tend to see the inequality 
trend as a result of short­
sighted decisions made by 
corporate managers with 
too much power, the 
remedy is an “industrial 
policy”-style program of 
incentives, regulation, 
and public investment 
intended to encourage 
longer-term thinking.
The political obstacles 
facing such proposals are 
powerfully illustrated by the success of 
the Senate Republicans in checking the 
Administration’s modest (by just about 
everyone’s assessment) “stimulus pack­
age.” Beyond the anti-government argu­
ment that has united the Republicans, 
however, lies another, perhaps more tell­
ing criticism of industrial policy: that 
even if it helped make the economy 
more efficient and competitive, it might
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the framework of a quarrel with its pur- and a half per cent of their profits to

TZevin Phillips takes the 
IX. the preface to his la

real.
United States has become a place where Bentsen, Dick Gephardt, Tom Harkin, 
your neighborhood video store is still Douglas Wilder, Pat Buchanan, Jerry

But at intervals he broadens his focus
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or for the Clinton Administration, how- days of the twenties and of the eighteen- 
‘ - .1 ( ( • •

of recent American politics. As into a dangerous pattern common to 
i r>. li ! i y y y

tireless in pointing out, the key decisions of prosperity.

y - 4

iy of the people whom drawn from the news (a powerful clip- 
----------  .. .

angry tales of politicians fiddling while 

js seems 
to have written this book mainly in or-

I®
T-

ever bold its proposals may appear in the 
context <
congressional Republicans have been

may have influenced him: Kuttner and

to use a school’s one functioning copying stone and Harrison not ar all. Like “The

A Selection of
Quality Paperback Book Club

PLUME -
Pengum USA l_  

Kaus is ; ’
incapable of presenting an idea except in 

1* 1 I- ... *

ported enemies. In this book, they 
sist ' - - -

with, while teachers have to wait in fine Levy are mentioned in passing, Blue-
to use a school’s one functioning copying stone and Harrison not at all. Like “The
machine. A national commitment to Politics of Rich and Poor,” however,
closing this private-public gap would “Boiling Point” is largely a synthesis of
have the large incidental benefit of observations and ideas that originated

may have defined the inequality problem 
t ....

scription that is well matched to his di­
agnosis—something that cannot yet be 
said for the declining-middle theorists,

problems: when writers turn from analy- der to bring his excoriation of the Re­
sts to solution, credibility erodes. Kaus publican Party leadership up to date. 

. . 1 But at intervals he broadens his focus
too narrowly, but he has written a pre- from partisan follies to societal ones.

century Spain, seventeenth-century Hol­
land, and nineteenth-century England. 
For Kennedy, the critical mistake com­
mon to all these societies is “imperial 
overstretch.” With uncharacteristic un­
derstatement, Phillips suggests that “the

A few words about 
Dorothy Allison... 

“A powerful writer. 
Allison can make an ordinary 
moment transcendent with her - 
sensuous mix of kitchen-sink 
realism and down-home drawl.” 

—San Francisco Chronicle 

and her
extraordinary

The United States in the eighties, he 
says, was not only repeating errors out 
of its own past—the free-market hey- 

seventies and eighties—but falling 

>
nations in the aftermath of great bursts

Here his springboard is Paul Ken- 

____ _____ r
Powers,” published in 1987, which com-American business believes in a man-

follow that the United States will be a 
manager-and-drone society. For all the 
debate about a return to Big Govern­
ment, the Administration is scarcely 
more eager to interfere in workplace de­
cisions than are the Republican senators.

JUT

Brown, and Ross Perot) who were

novel...
“Simply stunning...as 

flawless as any reader could 
ask for...The living language 
Allison has created is as exact 
and innovative as the language 
of To Kill a Mockingbird and 
The Catcher in the Rye. ” 
—New York Times Book Review

Discover the book 
everyone is talking about, 
now in its Sth printing!

about jobs and incomes are made, 1.1.
ultimately, by private employers; if nedy’s “The Rise and Fall of the Great 

------------------ --  ----- ■ Powers,” published in 1987, which com- 
ager-and-drone workplace, it tends to pares the United States with sixteenth-

an ornery writer who seems As a candidate, Clinton spoke of requir-
i ing American businesses to commit one

ported enemies. In this book, they con- worker training; since the election, this
sist of a group of people he identifies mild-sounding proposal has been scaled
as money liberals a faction that may back from a regulation to an advisory
exist more in his mind than anywhere guideline. Perhaps it is foolhardy for
else. And there is something very
strange in the juxtaposition of his pow­
erful summons to improve the com­
mons, on the one hand, and his singu-  __
larly passive attitude toward the private the Administration itself

open at 10 P.M., while the library is Brown, and Ross Perot) who were 
closed at midday, where an advertising influenced by his last book. He is less 

agency owns more computers and fax generous with the names of people who 
machines than it knows what to do i ' ’ " ' ‘

I 
K

creating new areas of fruitful employ- with others, supplemented by anecdotes
ment for many of the people whom drawn from the news (a powerfill clip-
the private sector now claims to have no pings file is clearly at work) and by
use for. . j ■ -----

As a genre, the what-ails-America the electoral base burns. Phillip:
book frequently suffers from last-chapter 1 ' 

government to try to mandate such 
things, but it is not yet clear how, short 
of mandates, Washington can effect the 
sort of profound structural changes that 

, . - seems to see
sector s personnel practices, on the other. the need for.
You can t help wondering how a nation
could possibly strike such a strong blow J/'evin PHILLIPS takes the occasion of
tor equality in one sphere while calmly IV the preface to his latest book,
tolerating ever greater inequality in the “Boiling Point: Republicans, Democrats, 
other. Nevertheless, in focussing on the and the Decline of Middle-Class Pros- 
mcreasinglv frayed quality of life in the perity” (Random House; $23), to tick off 
public sphere Kaus gets at something a long list of important people (includ- 

important, and neglected. The ing Bill Clinton, Mario Cuomo, Lloyd
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vital importance of the zenith and then 
erosion of the middle class . . . deserves 
more attention.” In each case, he writes, 
an era of growth founded on an expand­
ing middle class, a manufacturing 
economy, and entrepreneurship yielded 
to growing inequality and what he calls 
“financialization”—dominance of the 
economy by “speculators, rentiers and 
other passive investors who lived off 
capital, not enterprise.”

Terms like “middle class” and “in­
equality” do not travel well from century 
to century; nonetheless,
Phillips’ parallels are strik­
ing. He quotes a Spaniard 
writing in the early seven­
teenth century that his so­
ciety had become “an ex­
treme contrast of rich and
poor,” and bemoaning the 
absence of “people of the 
middling sort, whom nei­
ther wealth nor poverty 
prevents from pursuing the rightful kind 
of business enjoined by natural law.” 
Some years later, a visitor to Holland 
deplored the splendor of the country 
houses being built by stockbrokers and 
such: “The worst thing is not the build­
ing and immense expense of maintain­
ing these fairy-tale palaces, or rather 
bottomless pits, it is that the distraction 
and negligence occasioned by this luxury 
often causes prejudice to business and 
trade.” In 1778, the Dutch newspaper 
De Borger warned its readers that Hol­
land would “shordy consist of little more 
than rentiers and beggars—the two 
kinds of people who are the least useful 
to the country.”

In these passages Phillips transcends 
the political junkie’s tone that prevails 
elsewhere, and presents an analysis that 
is almost Tocquevillean in its sweep. 
Nations rise, he seems to say, by arous­
ing the energy and creativity of a wide 
spectrum of people—by developing a 
confident, creative, growing middle 
class. When the glow of prosperity fades 
in one place and brightens in another 
(in Phillips’ narrative we see the light 
moving from Spain to Holland, from 
Holland to Britain, and from Britain to 
the United States; he might have in­
cluded its recent shift from the United 
States to Japan and the Pacific Rim), 
what is really happening is the discov­
ery, by each nation in its turn, of some 
new formula for mobilizing a larger and 

FROM LONDON

8

more dynamic middle class than the 
world has yet seen.

Phillips likes to deny that he has 
“moved left.” It is society, not he, that 
has changed, he maintains; and in his odd 
self-appointed role as political ombuds­
man for “middle America”—judger of 
leaders and would-be leaders according 
to the single criterion of their sensitivity 
to middle-class interests and percep­
tions—he is recognizably the same man 
who laid out the strategy with which 
Richard Nixon clobbered George Mc­

Govern. And yet “Boiling 
Point” seems to echo a 

7 conviction basic to the
writing of Harrison, 
Bluestone, and Kuttner, 
among others who have 
come at the inequality 
question from the other 
end of the spectrum: that 
polarization, far from 
reflecting the emergence 

of a new meritocracy, is a choice made 
by powerful elements in society for their 
own immediate advantage. If he is right, 
it might be possible for an aroused na­
tion to resist the trend, although, of 
course, there could be any number of 
wrongheaded ways of going about it.

Phillips’ concern is politics rather 
than policy. When it comes to solutions, 
he is content to predict—and, in his 
present mood, to welcome—a return of 
activist government. If you are worried 
about the tendencies he describes, there 
is some comfort to be had in remember­
ing the ebb and flow of conservatism 
and activism—until you remember the 
other historical cycle he writes about, the 
one involving nations. Phillips, for his part, 
can’t seem to make up his mind about the 
prospects for change on this deeper level. 
The process of decline, he writes, “has an 
air of inevitability”; on the other hand, the 
United States is not a “relatively small 
maritime power” like Holland or En­
gland but a country with an abundance 
of land and resources and a vast domes­
tic market. He might also have mentioned, 
as an asset of indeterminate weight, the 
literature of which his own two recent 
books form a small part. If, armed with 
these works, Americans do not succeed 
in engineering an economic revival, we 
can look forward to being remembered 
as, of all the nations that have prospered 
and declined, the one that has done so in 
the highest state of self-awareness. ♦
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February 7, 1994

MEMORANDUM FOR JOHN D. PODEST

FROM:

SUBJECT:

The Clerk's Office has Deen posea tne queBvxw.. •-7—-- * ,
Christopherson, Associate Director ot Presidential Personne ,

attached a history of Consumer Affairs Advisers^ong wit? the Clirk's Office Authority Sheet for the Director of

the Office of Consumer Affairs)

transferred from the ExecutiveExecutive order 11702 of 1/25/73, transferred fron the Executive 
Office of the President to the Department of Hea^h, Education, J 
anH Welfare (now H.H.S.) the Office of Consumer Affairs and

_ _ _ _____ _ JP-Palrc

Peterson, appointed by President Carter. Under Presiaenc 
Virginia Knauer was appointed as Special Assistant

On 5/31/83, President Reagan, however, sent

Affairs.) When Ann Windham

several Directors of the Office of Consumer
Finally, we note that

Chair the council.

Please advise.

I

I

j

J
L F

i

r

u
k-

-fetter thawing her for hlr slices as Special Assistant 
the1president for9Public Liaison, and designated her Special

Namely, Esther Peterson on 9/26/79, by
on 6/24/81, by President 
2/12/91, by President Bush.

Affairs have been designated as chairperson of the Consumer 
Affairs Council, established by E.O. 12160 of 9/26/, J

President Carter.
President Carter; Virginia Knauer,

TIM SAUNDERS
Deputy Executive Clerk

Special Assistant for Consumer Affairs

president Eush continue^ orco^Af^r-^ «.it.

P w /Che whs not issusd. a connulssion as SpQCial

p^t^c^af^:.

the President for Consumer Affairs.

‘ t continued this practice when he appointed Bonnie 
GuUon; as Director of the office of consumer Affairs. H

for Consumer Affairs.”

However, we note that the last person appointed as Special

r.?«sX ^tS^s^n?0"^^sident Reagan,

consumer Affairs, on s/Sl/aa^President^eagan^however^sen  ̂

her a 
to -------
Adviser to

- Clerk's Office has been posed the question^from^Gary^^^^

to whether Poly B. Baca, Diwctor of the o£fice °f Consueer 
Affairs (appointed on 1/4/94), nay use the title of
Assistant to the President. The appointment papers an<J
House press release for Ms. Baca are President
a.4-4-3»r.hed a historv of Consumer Affairs Advisers to the Presid



ADVIS8RS" TO thb prksidkmtHISTORY OF "CONSUMER AFFAIRS

He also

E

succeeded by Betty Furnessand that she would beSecretary,

- co-i-lon- on s/1/67 ..of New York - Affairs, on the Whitefgj^Znt of the unitod States fQg ponsuxn^ 
f navroll as a full-time employee.

1/6/69, effective 1/20/19, accepted on

, virainia Hx, °t Pen?“ylyan?tZ; 
t.slstant t^the President nf the United States

.. . fuU-tL-

KNAUER

employee.

which established the

„ Pr..ldent Ninon .lectrf for . .jcond
were asked to ®ubm^t pro form Knauer was asked
could be reorganized and restructur president -in

- 121 of

(NOTE*

 

!Tf»li-tl»« Wl.lt. HOU., ooploy...Mrs. Affairs and Director of the

on < 
by B.o

.on
of the office of Consumer

serving a- «*• ___vtna as Special assistoiM.remain in thls P?®|r^^She regained on Labor's payroll. 
Consumer Affairs, one

-- - Peterson was returning to :

Order 11136, as amended
* - * —

mt at the time, the

* " Assistant to the
~ “* r

effective 1/20/77.

headed by a Director
Director <

informed, the right to choose, 
l was added to the -consumer 
consumer education.)

Johnson 1..U-1 on Consumer
in a states*

Prepared by Executive Clerk's Offio®

President said he was taking this action to effective' in the highest
consumer will be 'loud, clear, uncompromising^^ urst time in history, the 
coXil. of th. F-dsral Oovernment^- And for the^fir^^ ..
American consumer's interest will bedire tiy r p meaning to consumer

“JS? SWTS iS/n tr. S£W£ ......... .........
SiSS.“ -“

SS, Betty,
thQ V—--------
House payroll as a -------

Betty Furness resigned on
1/13/69.

FORD

On 2/24/71. th. to h.
office of Consumer Affairs i h. Knauer was appointed as

- tr.n.tMred_a.. Off^rvlceef t d th.

JOHNSON

of 1/25/73, tyansf^--^

.h.ll ooHtm^
President for Consumer Affair*.)

Ki.oty .Counell.^^W

.mAr Affairs from the F.XOP 
----------l—i "Qlrector of the

special Assistant to tfea

KNAmtR. Virainia ^of ^id’stS^^^thl’whlte^"*1

affair, and

salary remained the same.

After President Nbconwas
appointees were
government could be
to stay on Lr. the e-
the area of consumer affairs.romnt^tion of PrAA^Antial Documenta.)

President also on i/S/ea^' eitablished the P'*j};J^aJ.CO5£ith^time Mrs. 

Consumer Interests with Mrs. p*^J'®°nSecretary of Labor. The President 
Peterson was serving as an eerving as Special Assistant to

«Sn2i\S^USh. rem.ln.d on Whor-. W«U.

On 3/4/67, th. p«»^tt“““^£nnttl^‘toehS“^.t"/*.«i««»t |
the Department of Labor to dev d b Betty Furness.
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BACA, Polly B.,
of Consumer Affairs,

wat.t.ack, Ann Windham. of Texas — commissioned on 11/28/90, as Director of the 
Office of Consumer Affairs. (NOTE: The press release announcing the 
appointment made no mention that she would serve as principal adviser to 
the President on consumer affairs, nor did she use the title of Special 
Adviser to the President for Consumer Affairs as Guiton did.) On 
2/12/91, she was designated as Chairperson of the Consumer Affairs 
Council.

Consumer Affairs and designated as Chairperson of the Consumer Affairs 
Council.

On 5/31/83, Mrs. Knauer received a letter from the President thanking 
her for her services as Special Assistant to the President for Public 
Liaison, and designating her Special Adviser to the President for 
Consumer Affairs, effective 5/31/83. She was transferred to the 
Department of Health and Human Services' payroll on 6/18/83.

Mrs. Knauer resigned as "Special Adviser for Consumer Affairs and 
Director of the Office of Consumer Affairs" on 11/3/81, no effective 
date mentioned; accepted on 1/19/89, effective 12/31/88.

REAGAN

l, Virginia H.. of the District of Columbia — commissioned on 4/21/81 as 
Special Assistant to the President for Public Liaison, as a full-time 
White House employee. According to the announcement by the President of 
3/17/81, Mrs. Knauer would have responsibilities "for consumers, aging; 
health care, and the disabled." (See Public Papers of the Presidents 
Administration of Ronald Reagan, 1981 p. 313.)

On 6/24/81, Mrs. Knauer was commissioned as Director of the Office Qt

BUSH

I, Bonnie, of Virginia — commissioned on 6/20/89, as Director of the 
Office of Consumer Affairs. In a press release of 4/25/89, announcing 
this appointment, the President stated "in (this) capacity she will be 
the principal adviser to the President on consumer issues." (She was 
not issued a commission as Special Adviser to the President for Consumer 
Affairs.)

Ms. Guiton resigned on 8/8/90, as "Special Adviser for Consumer Affairs 
and Director of the U.S. Office of Consumer Affairs," effective 9/14/90; 
accepted on 9/5/90 as "Director of the Office of Consumer Affairs," 
effective 9/14/90.

CARTER

PETERSON, Esther, of the District of Columbia — on 4/4/77, the President 
announced the appointment of Mrs. Peterson to be gpgGial MPlfftant tQ 
the President for Consumer Affairs, however, she received no commission 
of appointment for this position nor was she on the White House payroll 
at thia time.

On 8/12/78, Mrs. Peterson was commissioned as Director of the Office of 
Consumer Affairs. She resigned 1/5/81, effective 1/20/81.

On 9/26/79, Mrs. Peterson was designated as Chairperson of the Consumer 
Affairs Council, established by B.O. 12160 of 9/26/79.

On 1/8/81, Mrs. Peterson was issued a commission as Special Assistant 
the President of the United States dated 11/25/79 — the position 
announced on 4/4/77. (It should be noted that the officers of the 
Carter White House staff did not receive commissions until the end of 
the Administration.) White House personnel records indicate Mrs. 
Peterson was on the White House payroll only from 11/25/79 until 
1/18/81.

CLINTON

of Colorado — commissioned 1/4/94, as Director of the Office 
~ ~~ • -, NOTEi The press release announcing the

appointment simply stated that Baca would be:

Director ... of the Department of Health and Human
Service's Office of Consumer Affairs. The Office of
Consumer Affairs is the primary agency in the federal
government for consumer affairs, and has
responsibility to both the White House and the
Department of Health and Human Services on this issue.

It made no mention that she would serve as principal adviser to the 
President on consumer affairs or special assistant.
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Name as to appear on commission: 
Vice
Term

Name as to appear on commission: 
Vice
Term

The following information is necessary for the appointment 

process:

Polly B. Baca 
Colorado

Paul Steven Miller 
California

!

OdCcS do UllC UaXCSvLUx / . 
Miller as the Deputy Director, Office of Consumer Affairs 
Department o£ Health and Human Services^

THE WHITE HOUSE

WASHINGTON

MER

V

Appointment of Polly B. Baca and Paul Steven Miller, 
Office of Consumer Affairs, Department of Health and 

Human Services

---------------------------------------- ---------- |
Attached for your signature are documents appointing
Baca as the Director, OfffcdFoff Consume^Affairland Paul Steven
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MEMORANDUM FOR PR^QEN^

BRUCE LINDSAY, Director of Presidential Personnel

September 16, 1993

MARY ELLEN WITHROW FOR TREASURER OF THE UNITED STATES 
__DEPARTMENT OF THE TREASURY (PAS)

POM* BACirFOR DIRECTOR, OFFICE OF CONSUMER AFFAIRS, 
WHITE HOUSE AND DEPARTMENT OF HEALTH AND

HUMAN SERVICES (PA) •

BACKGROUND - TREASURER OF THE UNITED STATES

The Treasurer of the United States directly supervises the 
Directors of the Bureau of the Mint (Mint), the Bureau of 
Engraving and Printing (BEP), and the Deputy National Director, 
Savings Bond Division (SBD) and serves as the National Director, 
SBD. The primary mission of the Mint is to produce an adequate 
volume of circulating coinage to conduct the nation's trade and 
commerce. BEP designs, prints, and finishes a wide variety of 
security products ranging from Federal Reserve Notes to stamps to 
Treasury securities. SBD promotes the sale and retention of U.S. 
Savings Bonds. Mint and BEP are large-scale manufacturing 
operations with significant numbers of "blue collar" employees 
while SBD staff mainly have promotional and sales skills.

The Treasurer must possess management skills, public 
relations, and sales and promotional skills. The appointee 
should have the ability to effectively communicate with a diverse 
clientele ranging from executives of Fortune 500 companies and 
major banking and financial industry executives, to blue collar 
employees located in demographically and geographically diverse 

locations.

DISCUSSION - MARY ELLEN WITHROW FOR TREASURER OF THE U.S.

Since taking office as Ohio State Treasurer in 1983, Mary 
Ellen Withrow has earned a record $2 billion in investment income 
for the State. She has created a variety of plans to improve 
Ohio's economy and strengthened the state's business environment. 
Re-elected Treasurer in 1986 and again in 1990, Ms. Withrow 
received the Donald L. Scantlebury Memorial Award in 1992. This 
award is given by the federal government's Joint Financial 
Management Improvement Program which recognizes financial 
excellence and improvement in government. She is the immediate 
Past President of the National Association of State Treasurers 
and is also the Past President of the National Association of 
State Auditors, Comptrollers and Treasurers. Ms. Withrow began
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Disapprove

Approve

IV.

iwpleneitition and administration in th. areas of public policy, 
program development, policy analysis, leadership training, 
relations, media communications and governmental relations. She

While previously most

I
e

for the 
She is coming for 
a preliminary L._ 
offered.

I
I

♦

Treasurer, Baca has developed enthusiass
spokesp_erson potential ot th. consumers AMalrs role.

tut further discussions next week but has indicated 
inclination to accept if this appointment is

BACKGROUND - THE OFFICE OF CONSUMER AFFAIRS
*

The Office of Consumer Affairs is "located administratively 
in DHHS but its Director reports to the President through the« 
White House Chief of Staff, for policy and program direction, 

(please see memo dated August 27, 1993)

V DISCUSSION - POLLY BACA'FOR DIRECTOR, 
OFFICE OF CONSUMER AFFAIRS

Polly Baca has thirty years of experience in planning.

< •

her career in 1969 as the first woman elected to ths Elgin Local 
School Board in Marion County, Ohio, she was elected Marion 

County Treasurer in 1976 and 1980.

Ms. Withrow is an Executive Committee member of the 
Democratic National Committee, a member of the board of directors

Ohio<1£^etelieofiFa^^GSrSicipi«>t of a Women Executives 

in State Government fellowship to Harvard University.

III. RECOMMENDATION

With respect to the Treasurer of the United States, we 

recommend the following appointment:

\1ARY ELLEN WITHROW, Democrat, Ohio

Pollv obviously has strong Democratic Party credentials. In 
addition to her role with the DNC, she served as Colorado Co- 

Chair of the Clinton/Gore campaign.

Alexis Herman and Jan Piercy have explored Baca's interest 
In the Consumer Affairs appointment, while previously mo t
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VI. recommendation

" recommend the following appointment:

POLLY BACA, Democrat, Colorado

Disapprove 
Approve.
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_i liaison to the disability 
lBefo7e"c"omYng to Washington, Miller was

i
i

Polly B. Baca, a 
comes

I

pursued graduate
Denver.

Paul Steven Miller has worked since January 1993 in the White

and practiced with the Los Angeles law firm 
tt Phelns and rmuips. As s ycxoon with a disability. Miller has 
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Appointed by the President

NOTE:

Pleasure of the PresidentTERM:

SALARY:

E.O. 11702, January 25, 1973, provides that the
Director of the Office of Consumer Affairs shall

NOTE:

Consumer Affairs. However, note that by letter 
5/31/83, President Reagan designated Virginia H.

I

• ■

i

I

r

► 

Department of
Health and Human Services

Initially determined by the President, now SES non­
career determined by HHS.

I

?

continue as Special Assistant to the President for 
However, note that by letter of 

  » 
Knauer"'theDirector of the Office of Consumer Affairs, 

to be a Special Adviser to the President for Consumer 

Affairs.

NOTE: In the event of a vacancy in the office of 
Director or during the absence or incapacity of the 
Director, the Deputy Directors, in the order designated 
by the President, shall act as Director. |

AUTHORITY: E.O. 11583, February 24, 1971
E.O. 11595, May 26, 1971
T-O. 11702, January 25, 1973 (transfer to the
Department of Health, Education, and Welfare)

P.L. 96-88, Sec. 509, 93 Stat. 695, December 17, 1979 - 
effective May 4, 1980, pursuant to E.O. 12212 of May
2, 1980 (redesignated as the Department of Health and 

Human Services)

DIRECTOR
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The White House,
January 24, 1973.
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utive branch of the 
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>. 11598 to facilitate 
ag Federal agencies 
to list employment 

ion 503 of the Viet- 
f 1972 (Public Law 
2 to Title 38 of the 
itutory authority to 
a respect to Govem-

Chaptar ll-~Executlv* Order* E.O. 11702

the employment service system is fulfilling the employment needs of

I
I
I 

I
I

I

veterans. The Secretary of Labor shall, from time to time, report to 
the President concerning his evaluation of the effectiveness of this order 
along with his recommendations for further action which the Secretary 

believes to be appropriate.

Sec. 4. Appropriate departments and agencies shall, in consultation 

with the Secretary of Labor, issue such amendments or additions to 
procurement rules and regulations as may be necessary to carry out 
the purposes of this order and Section 2012 of Title 38 of the United 
States Code. Except as otherwise provided by law, all executive depart-

i

I

,>

u

I

I

ments and agencies are directed to cooperate with the Secretary of 
Labor, to furnish the Secretary of Labor with such information and 
assistance as he may require in the performance of his functions under 
this order, and to comply with rules, regulations, and orders of the 

Secretary.
Sec. 5. Executive Order No. 11598 of June 16, 1971, is hereby 

superseded.

Relative to the Executive Office of the President

Under and by virtue of the authority vested in me by section 301 
of title 3 of the United States Code and as President of the United 

States of America, it is hereby ordered as follows:

Section 1. The Office of Consumer Affairs, established by Executive 
Order No. 11583 of February 24, 1971, as amended by Executive Order 
No. 11595 of May 26, 1971, together with its functions, is hereby trans­
ferred from the Executive Office of the President to the Department of 
Health, Education, and Welfare. The Director of the Office ai Com 
sumer Affairs shall continue as the Special Assistant to the President^ 

for Consumer Affairs.

Sec. 2. In view of the establishment of the Council on Economic 
Policy, the Cabinet Committee on Economic Policy, together with its



E.O. 11703

Richard Nixon

of the United States, including section 301 of title 3 of the

the area of

Deputy Secretary of the Treasury, as Chairman, and the Secretaries of 
State, Defense, the Interior, and Commerce, the Attorney General, and 

the Chairman of the Council of Economic Advisers, as members. 1

1
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! SBC. 5. Section 6 of I

policy direction, coordination, and surveillance of the oil miport) contro 
program established by Proclamation No. 3279 of March 10, 1959, as 

amended, including approval of regulations hereafter issued pursuan 
to such proclamation. He shaU perform those funcuons after receiving 
the advice of the Oil Policy Committee and in accordance with guidance

|
i

The White House,
January 25, 1973.

oil import policy, including the operation of the control

program under rrociamauon xiu. *---- ------------
mendations for changes in the program by the issuance of new

Tltla 3, 1971-1975 Compilation

functions, is hereby abolished and Executive Order No. 11453 of 

January 24, 1969, is hereby revoked.

Executive Order 11703 • February 7, 1973

Assigning Policy Development and Direction Functions With Respect

t

the Office of Manag 
with section 202(b) 
U.S.C. 581c(b)),st 

direct for use in cor

The White Hot 
Febru

to the Oil Import Control Program

Bv virtue of the authority vested in me by the Constitution and

statutes of the united orates, inciuuuig uwx —--------------- --

United States Code, and as President of the United States, it is hereby

President may, from time to time, designate other officials to serve as 
members of the Committee. The Chairman may create subcommittees

On February 1, 
A. Everette Macln 
compulsory retirei 
title 5, United Stat

In my judgmer 
further exempted

NOW, THER 
subsection (c) of

amended, is amended 9

r* «S*c. 6. Th« Chairman < 
of import* of I

proclamation.

ST Sec. ft So much of

of the Committee to study and report to the Committee concerning 

specified subject matters.
Sec 4 The Oil Policy Committee shall consult with and advise the 

Chairman on oil import policy, including the operation of the control 

nrogram under Proclamation No. 3279, as amended, and on recom-

Executive Order 1

Further Exempting

proclamations with respect to it, or otherwise.

754

«... balances of appropna 
W held, available, or to 1 

transferred by sectior 

_ Office of Emergenc' 
Treasury, as Chairm;

ordered as follows:
Section 1. The Oil Policy Committee, as reconstituted by this order, 

is hereby continued.
Sec. 2. The Chairman of the Oil Policy Committee shaU provide 

policy direction, coordination, and surveillance of the oil unport, contro 
program established by Proclamation No. 3279 of March 10, 1959, as 

amended, including approval of regulations hereafter issued pursuan 
to such proclamation. He shaU perform those funcuons after receiving 

from the Assistant to the President with responsibiUty m

economic affairs.
Sec. 3. The Oil Policy Committee shaU henceforth consist of the

establihed by Proclamation No. 3279 of March 10,
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consumer affapis council

Independent

AUTHORITY!
of the Office of Consumer• 9

METHOD! Ex officio

MEMBERS:

The President shall designate the ChairpersonCHAIRPERSON!

Pleasure of the PresidentTERM:

Without compensationSALARY:

PURPOSE:

»

■

I

h

Executive Order 12160, September 26, 1979
ORDER, 6/24/81 (adds Dir

Affairs, as a Member)

$ '
I 
I '•

>
u.
►

Department of Agriculture
Department of Commerce 
Department of Defense 
Department of Energy
Department of Health and

Human Services
Department of Houcing and Urban

Development

Shall consist of representatives of the following agencies and 
such other officers or employees of the U.S. as the 
President may designate:

Shall provide leadership and coordination to ensure that 
agency consumer programs are implemented effectively; 
and shall strive to maximize effort, promote efficiency 
and interagency cooperation, and to eliminate duplication 
and inconsiste cy among agency consumer programs.

Department of the Interior
Department of Justice
Department of Labor
Department of State
Department of Transportation
Department of the Treasury
Director of tHe Office of Consumer Affa:

Each agency on the Council shall be represented by the 
head of the agency or by a senior-level official designated 
by the head of the agency.



1

i

-4

—

A^.

^zi<J

i.

1-

n. 
L.—

r
l

i



February 18, 1994

Dear President Clinton:

President Bill Clinton
The White House
1600 Pennsylvania Avenue
Washington D.C. 20500

OFFICE OF THE DEAN / EDWIN L. COX SCHOOL OF BUSINESS / 214 • 768-3012 FAX 214 • 768-3713 

SOUTHERN METHODIST UNIVERSITY / DALLAS. TEXAS 75275-0333

¥
< y • /

For more than twenty years, the Edwin L. Cox School of Business at 
Southern Methodist University has provided the Dallas/Fort Worth 
business community with a forum for speakers who influence 
current business and political policies. This forum is known as the 
Management Briefing Series. I am writing to invite you to join us as 
a Management Briefing Speaker during the 1994 calendar year.

A

Our Management Briefings, sponsored by the Cox School of Business, 
have become a major event in the Dallas/ Fort Worth business 
community. Normally, we hold two to three such Management 
Briefings each year. The Briefings will include a luncheon held at a 
downtown hotel with an audience of approximately one thousand 
senior business and community leaders. Past speakers have 
included: former presidents George Bush and Gerald Ford; former 
high-ranking government officials James Baker, Donald Regan, Milton 
Friedman, William Seidman and Alan Greenspan; and outstanding 
business leaders such as Lee lacocca.

I know that the Dallas/Fort Worth business community, along with 
our faculty and students, would benefit immensely from your

Over one hundred companies representing a broad cross-section of 
major firms in the Metroplex regularly sponsor tables for their key 
executives and guests. Thus, this forum provides a direct contact to 
every senior corporate level throughout the area. SMU's involvement 
with the Dallas/Fort Worth business community is of unique and 
vital importance to both the corporate and university populations. 
The Management Briefing Series has proven to be a major public 
forum in the Metroplex for key addresses on economic issues and 
business or political policy issues.



Thank you for your time and consideration.

David H. Blake 
Dean

OFFICE OF THE DEAN / EDWIN L. COX SCHOOL OF BUSINESS / 214 • 768-3012 FAX 214 • 768-3713 

SOUTHERN METHODIST UNIVERSITY / DALLAS, TEXAS 75275-0333

Fk/>

We enthusiastically hope you accept our invitation and look forward 
to welcoming you to the Dallas/Fort Worth area.

S)

expertise and insights into the current Healthcare reform package or 
global economic issues that face our nation and our world today.

Sincerely,

-T---- )
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WASHINGTON
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Assistant to the President and 
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anything. We revd in sleaze and scandal We pi
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A -

just received my latest edition <rf the Statisti-

Dq we underplay real

over-

Z-TTkl’JZi 7ie8. o'” “senses *« you tiunk. it migh down, the decline for heart disease is 40 national pessimism.
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mean, how much more of this can you stand*
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public schools offering computers rose from 
18 percent in 1981 to 98 percent in 1991? 
Hey, the Statistical Abstract is also crammed 

million reported cases of child abuse and
^'ot8ofb^Jtuff. In 1991. there were fs

14 percent. nuUion cases of child abuse and

THE PRESIDENT HAS SEENRobert J. Samuelson

point isthat good news is boring. I

Do you really want to know that the share of 
—-_L1’ _ _ _S * «

- ------------------v WWW MVuJ

18 percent in 1981 to 98 percent in 1991?

S?n?,use “ <«own from 23 
percent m 1979 to 13 percent in 1991. We’re 
eating better. Compared with the late 1950s, 
** felt 11 percent more protein and 44 
£^L“^V,!ainin.E P" Person- Mean-

dined 14 percent ’ ’
r _

way down.

M. 1M4 THt ltM||WOT

signs of progress? Of

course.
massive amounts. In 1991, for example, U.S.
factories shipped 10.2 million personal com­
puters. But we need fewer people (18.2 mil­
lion in 1992) than in 1970 (19.3 million) to
make all these things. This greater efficiency
is not an economic drag; it releases more onr tim. .nj - - ---------
Amehcans to supply other things we want- " “T/;.

— —WWW — w wv w«u V,« - ----------- -- -- ’ wwwwwwww* nvaev ^za

2. The United States still leads the world in v5®’ 37 percent work for churches and 
• religious groups, while 15 percent work in

schools. In 1991, we gave $125 billion to
,, . . — - —---- ..W ....... u.u'

viduals. Americans now give more of their

10. Our homes are getting bigger and better

In 1992, the typical new home had 1,920

is down one-third; cars are safer, more people quarters had central air conditioning, com­
use seat belts. On-the-job deaths have dropped P"**1 with only one-third in 1970. Over the

than,^uSter .(from “’OW to yCa?’ tbe.re’s been a consUnt shift from 
lO.OQQ) since 1960, although the labor force smaller to larger houses.
has doubled. With cancer and AIDS as glaring The message from all this is not Quite what 

?te*. fr<Mn diseases are you think. It might be that, anud all our 
heart dlsease “ 40 “^Pessimism, we must be doing somS 

«70' “I?Sancy “ up- to thmg right h "“Sht be that the press, preoc-
1891, rt was 76 years; in 1970, it was 71 copied with the latest social pathology^r 

. political scam, is missing deeper social trends
4. One reason we¥e healthier to that *• that more dirertiv r.

glorywi human frailty. We specialize in Oury. 
ter saawsination. We epjoy natural disasters. Is 
it true? Of course. The news about the press is 
like everything else. It’s bad and getting worse: 
our news standards, always tow, are sinking 
tower. Well, America, here’s an antidote. It’s 
an unabashed good-news column.

If you’re tired of mayhem and misery, this is 
for you. It’s a dose of straight optimism. I have 
just received my latest edition <rf the Statisti­
cal Abstract of the United States. Published 
by the Census Bureau, it’s full of intriguing 
fsets about America: everything from the 
share of U.S. households with pets (37 per­
cent have dogs) to the number <rf libraries 
(31,167). I have scoured it for underreported 
or underappreciated good news. Following are 
10 trends you can actually smile about.

1. American industry, far from going out of 
business, to now producing more than ever.

In 1992 manufacturing output was 39 per­
cent higher than in 1980 and 95 percent 
higher than in 1970. Things that were hardly 
made 20 years ago are now produced in

Airlines may be losing tons of money, but 
they must be doing something right In 1987 
passengers lodged nearly 41,000 complaints 
with the government About-half involved 
flight delays or cancellations. In 1992 com­
plaints totaled only 5,600.

6. Most children still live with both natural 
parents-and the divorce rate may be stabiliz­
ing.

For all the talk of family breakdown, rough­
ly «even of 10 children under 18 live with both 
parents. The rate is highest for whites (77 
percent), lowest for blacks (36 percent) and in 
between for Hispanics (65 percent). The num­
ber erf divorces has actually dropped slightly 
from the peak year, 1981 (1,213,000); in
1988 there were 1,167,000 divorces.

7. We’ve improved the environment and en­
ergy use enormously.

The air is a tot cleaner than it used to be. I 
Since 1970, lead emissions are down 97 per­
cent; particulates (soot, smoke) have dropped
61 percent and hydrocarbons 38 percent The 
record in energy use, though not as good, is 
still impressive. Homes built in the late 1980s 
use nearly 30 percent less energy than those 
built in the 1950s. In 1991 cars got an 
average of 21.7 miles to a gallon of gasoline, 
up from 13.5 mpg in 1970. Population and 
economic growth have offset some efficien­
cies; still, total energy use in 1991 was only 4 
percent higher than in 1978.

, 8. Foreign tourism here is booming.
Whatever’s wrong with us, it isn’t deterring 

foreigners. Since 1985, the number of  
seas tourists has more than doubled, to 14.7 
million, in 1991. Two fifths are from Europe; 
Japan sends more (2.9 million) than any other 
country.

A We remain remarkably generous with

About a fifth of adults do volunteer work. Of 
_________________ _ wv<w. „ - ------------------- J

Nobel prizes. religious groups, while 15 percent work in
Hey, it’s no contest. Between 1976 and sfhoo!s- we gave $125 billion to

1991, Americans won 63 of the 102 awards in chanUes- Most ($103 billion) came from indi- 
chemistry, physics and medicine. The next *,dual\ Americans now give more of their 
closest countries, Britain and Germany, had dlsPosaWe mcome to charity than in 1970. 
nine each. 10. Our homes are getting bigger and better

3. We are healthier and less accident prone «laiI>P*<L
lb**«ver. In 1992, the typical new home had 1,920

Since 1970 the death rate in auto accidents touare feet, up from 1,385 in 1970. Three-
« down one-third; cars are safer, more people Queers had central air conditioning, com­
use seat belts. On-the-job deaths have dropped P"®*1 ’"to only one-third in 1970. Over the

than,^uSter .(from “’toW to toere’s been a constant shift from
10,OQQ)^sn>ce^l960, although the labor force smaller to larger houses.
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u • K latest social pathology or
political scam, is missing deeper social trends
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contemplating, because they are 
based on an unrealistic and unfair 
premise — that impoverished single

bine part-time employment with care 
for children, as many more privi­
leged American mothers still do.

Second, it would be a mistake to 
leave in place the unwieldy and ineffi­
cient state-by-state system of collect­
ing child support from absent parents 
(mostly divorced or unwed fathers). 
"Deadbeat dads” owe $34 billion a „„„ 
year in uncollected child support. If Wisely th 
this money were efficiently collected waflBHO P!

middle-class-oriented Cooper plan, 
then many low-wage workers will be 
left uninsured and it will be hard for 
parents to move off welfare. For the 
sake of welfare reform as well as 
economic efficiency, the President’s 
promise to veto any bill that falls 
short of universal coverage is wise.

Let’s use this round of policy

 

at Harvard, as author, most recently 
of'Protecting Soldiers and Mothers’ 
The Political Origins of Social Policy 
m the United States." William Julius 
Wilson, professor of sociology and 
public policy at the University of Chi­
cago, is author of a forthcoming book 
on race and the new urban poverty.

build social networks and cohesion. 
 Since its inception, the terrible flaw

in the U.S. welfare system has been 
its failure to support efforts to com­
bine employment and child-rearing. 
Back in the 1910’s, “mothers’ pen­
sions” sought to keep impoverished 
mothers out of the wage labor force 
and entirely at home with their chil­
dren (although they were never given 
enough money actually to live that 
way). It would be a shame, in the 

 1990’s, to go in an equally unrealistic
way to the opposite extreme, forcing 
poor mothers into full-time low-wage 
jobs. This is not the right ideal for 
public policy to uphold. 

Part-time jobs combined with child

finding full-time jobs for millions of 
current welfare recipients.

for all, but 
>le one? 

. tyrollta:

Welfar

children would be vastly improved.

as a matter of preventing poverty in 
the first place. One in two children 
will grow up at least part of the time 
>n a single-parent family, and such 
families are likely to fall into poverty.

^^^^o be sure, the Adminis- 
Atration is promoting 

measures to help poor 
families. A big step 
was taken last sum- 
tner with the expan- 

??°n ?f the eaH’ed-income tax credit. 
the Administration now 

T" waKC sunn73Tff>nt
Lt)Out Hie year, so families can

Health insurance is equally crucial. 
As a Chicago welfare mother who 
wants to "go out there and get a job" 
put it: "I don’t like being on public aid 
right now. But without a medical

THE PRESIDENT HAS SEEN
d-k)

m

"^"^^resident Clinton has elo-
■ quently renewed his 

promise to "end welfare 
as we know it” Now, as 
his aides hammer out 
legislation to keep that

promise, he needs to insist on policies 
that truly further the widely shared
values he laid out in his State of the 
Union Message: work and parental 
responsibility.  «.vu»c ■<»
• CLea,r' j0tLS muS, father and abandon mukiplle fam-

> .</..■<. 1A .A .11 -A... A— ... ... _ ( en­

courage stable marriages.
As with Social Security, there 

would be a minimum child support

time and money to the care of chill ment
dren. These things can be done with- set at about the level of a half-time 
out huge amounts of new public re- minimum-wage job. 
sources. This would be very different from

The Administration wants states to welfare. A divorced or unwed mother 
turn welfare offices into “transition- could not live on the minimum bene- 
al” centers for training and job place- fit; she would have to work at least 
ment. Since most poor men and worn- half time. If she chose to work more, 
en want to work, they will welcome she and her child would get ahead’ 
this change. We urge the President to because the minimum benefit would 
make the commitment to work iron- not be taken away, 
clad by helping local governments But suppose the mother decided to 
create public jobs when private-sec- sPend part of each day with her chil- 
tor jobs are lacking. dren. This could be vital for a poor

But in making the shift toward family in a tough neighborhood. After 
work rather than welfare, the Admin- al), it is exactly such single mothers 
istration needs to make two funda- who most need time to visit school,
mental breaks with past policies. meet with other parents in voluntary

Fn-d wcud. kA organizations or be at home when the
mcluygoaremaHimejgemwy^ child returns from school. Poor fam- 

-ft~en- The President’s call for rpwn. Hies and neighborhoods need both the 
si me’ parenthood cannot be realized discipline of work and the time to 
with the policies his planners are

p

automatically, and without the stig­
ma attached to the current system.
Both parents must be identified by 
their Social Security numbers at the 
birth of each child. Later, if a divorce 
occurs or if a parent is otherwise
absent, then he (or more rarely, she) 
would be liable for a tax, depending
on the number of children involved.(   
like Social Security and other payroll nat*on of work and time spent with 

income goes up, he automatically ing families. If marriages fait public 
pays more; if it goes down, he pays policies will enforce and sustain re- 

°.Ut. °f sP°nsibility for both parents - with­
out pretending that single mothers 
can be expected to carry the burdens 
of two parents at once. 

sup­

changes to say to all American fa- 
 tbers and mothers: “You must

Child support would be collected port your children through a combi- 
like Social Security and other payroll nat*on of work and time spent with 
taxes. If the noncustodial parent’s them.” Government will help work­
income goes up, he automatically ing families. If marriages fail, public 
p.a2S goe?,down' he pays policies will enforce and sustain re­

state to avoid such a national tax. 
Efficient child support enforcement 
would make it unattractive for men

be available to al) adults who can ilies, so this system might well 
work, and they must have wages, --------- . ..
benefits and protections that are suit­
able for families. Policies must re-  vllllu au rl 
umLn"dm™ble,PTntS t0 d,eVOte ^"^'‘‘f theabwnt^ren^

dren. These things can be done with- set at about the level of a’half-time 
out huge amounts of new public re- minimum-wage job. 
sources. This would be very different from

turn welfare offices into “transition- could not live on the minimum bene- 
al” centers for training and job place- fit; she would have to work at least 
ment. Since most poor men and worn- half time. If she chose to work more, 

this change. We urge the President to because the minimum benefit'would

But suppose the mother decided to

dren. This could be vital for
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disclosure rules passed by the Securities & Exchange Com­

pany’s stock price. So many CEOs can thank the luck of the

'■ are barely growing as work loads get heavier every day and
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a chief executive "had to make more than $22.8 million. For 
all the talk of boards of directors cracking down on excess­
es, for all the prodding of activist shareholders, for all the

■. was only 41 times a factory workt 
avlfage^incorrie and only 19 times what an engineer mac

The disparity tears at the social fabric. It is unaccepta 
to the larger polity as CEOs configure themselves into a r. 
monied elite. Chief executives earned 113 times what a scV 
teacher made last year. The gap in 1960 was just 38 tin 

That’s just not right.
What can be done? There is now a disconnect between 

and performance in the corner office. Just granting mt 
millions in stock options isn’t the answer. The downside : 
assumed by stockholders isn’t shared by executives. Colg 
Palmolive and AT&T have started setting triggers for st- 
option rewards at higher stock-price levels, giving CEOs a 
get to shoot for and ensuring that shareholders realize s’ 
gains before the CEO. Colgate just gave its chairman 400 
options that carry an exercise price of $100.35 per share, 
stock currently trades at about 60, creating a major in 
tive for performance. Other boards of directors are sir. 
requiring their CEOs to buy large chunks of equity to f 
them to share stockholders’ risks and rewards.

Washington is flirting with a tax-based plan to tie CEO 
to performance. If Corporate America doesn’t show sorm 
strain! on executive compensation, a populist wave may­
push politicians to’take a crack at it.________________

■■ or many U. S. corporations, it has been a remarkable 
E year. While consumer demand remains tentative, cor­

porate profits are unequivocally strong, productivity is 
undeniably up, and market share lost in the 1980s continues 
to be recouped. Who would have ever guessed that Chrys­
ler Corp.’s biggest problem today would be meeting surging 
demand for its hot cars while Toyota Motor Corp, and Hon­
da Motor Co. face bloated inventories and lost market share 

month after month?
So if American companies are doing so well, why do we 

care about the imminent demise of the investment-tax cred­
it that the Clinton Administration has been proposing to help 
corporations buy equipment over the next few years? The
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nomic power was at its height, CEOs pulled down an av 
age of’^^-iThat^--^-1--

FTC is not a great idea, but it was part of a deal the A- 
istration made that bumped the corporate tax rate up 
34% to 36% to generate $31.2 billion in new revenues. . 
turn corporations were promised $29.5 billion in tax cr

It was supposed to be a wash, without much of a nev 
den falling on companies. But without the ITC, all U. S 
porations, large and small, now stand to be hit by a s 
cant tax increase just when they are beginning to exp; 
home and abroad. Dumping a new tax on companies 
retail sales are weak and consumer confidence is down i 

ply not a great idea.
So what should be done in Washington? Kill both t 

and the corporate tax increase. Pronto.____________

how many Feris of millions of dollars are needed to motivate 
CEOs to do their jobs properly?

Chief executives argue that it’s unfair to lump stock-op­
tion gains, which result from cashing in options granted years i 
ago, into one year’s pay. While they appear luxurious, the ;• 
gains are one-shot rewards for many years of work. Fair 
enough, especially in a year when executive pay rose in part 
because many CEOs rushed to exercise stock options in re­
sponse to Clinton’s promise to raise taxes.

But what about the dozens of CEOs who show up year af­
ter year on the best-paid list, perennial winners in the com­
pensation game? Large stock-option gains are built into their 
annual packages. And don t ignore the effect of a rising mar- 

I ket. The value of stock options climbs along with the com­
pany’s stock price. So many CEOs can thank the luck of the 
market upturn, not their stewardship, for their good fortune. 

The issue, of course, isn’t simply the stratospheric num­
bers but the linkage of pay to performance. Many CEOs de­
liver great value to their shareholders. But many others fall 
short-very short. A few continue to take home huge sums 
while their company declines. More often, CEOs can point to 
a decent rise in return on equity, but the growth in their 
own pay far exceeds their company’s performance.

What is most troubling is the disparity between CEO pay

I W W the president has SEUI

I EXECUTIVE PAYs IT DOESN’T ADD UP____________

arid what everyone else in the country earns^for their work/ 
At a time when the incorn^ of 90% of corporate employees

job insecurity is a constant; these multimiUion-doUar wind

CEo‘is*responsible for the go
performance of the company-not the teams of workers, t 

. • _______ —. — a.I_ —. H ax » Ta

ing”to workers who are told they are critical members o 
team only to see one individual walk away with a disprop 
tionate share of the rewards.

The gap between the exec^tjve sjrite^a  ̂tae ^op has w
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Things are getting worse, not better.
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What are these executives at the Fortune 500 companies being 
rewarded for? In the past two decades, the number of people 
employed by their companies has shrunk from 19 percent of the 
work force to less than 10 percent today.

Congress of the United States 

iftousc of Kqirttaitatfoes 
Washington, BC 20515-1501

Worse, as Business Week recognizes, "the gap between the 
executive suite and the shop floor continues to widen." 1 
twelve years of Reaganomics, the typical American full-time 
workers had no real growth in weekly earnings. In the same 
twelve years the average compensation for the CEO of a large 
corporation skyrocketed from $625,000 to over $3.8 million 
dollars a year.

So the Reagan-Bush party goes on, the rich getting richer 
while working people see their standard of living decline.

Twenty years ago the United States led the world in the 
wages and benefits provided to workers. Today, we're in 12th 
place and declining. American corporate executives, however, are 
another matter. They are the highest paid in the world. In 
Japan, our closest economic rival, CEOs make 32 times as much as 
a rank-and-file employee. In the United States, according to 
Business Week, CEOs make 157 times as much as their employees.

Things are getting worse, not better. Between 1991 and 1992 
the weekly earnings of the typical full-time worker rose just 0.7 
percent, to a point 3.2 percent below what they were in 1987. 
Between 1991 and 1992 the average pay of a CEO of a large 
American corporation went up 56%.

Business Week has just issued its annual survey of corporate 
salaries. Although hardly a radical critic of corporate
capitalism, even Business Week is forced to conclude that "The 
-A. ._ •__  ___  ___ _•__1-___ J__________ it mUzAfigures for exectuive pay are simply astonishing." The average 
CEO in a major American corporation earned $3.8 million last 
year.

Let me repeat that: American CEOs make 157 times as much as 
their employees. In 1980, they only made 42 times the pay of 
their employees. In twelve years, executive salaries have gone 
up almost four times more than workers' wages. While workers' 
pay has stagnated, executive compensation has soared.



While over 12 percent of our labor force — over 16 million 
Americans — are jobless or underemployed, corporate executives 
are getting the highest compensation in history. While 25 
percent of our work force are now "contingent workers" — that 
is, temporary, part-time, or on contract — corporate executives 
are more financially secure than ever before.

While the nation endures a crisis in health care, many 
health care executives are making out like bandits. One-third 
of our people are either uninsured or underinsured, yet America's 
highest paid executive is Thomas E. Frist of the Hospital 
Corporation of America. His company, which runs hospitals, last 
year paid him $127 million in salary and benefits. Last year 
Leon C. Hirsch, the CEO of another health care corporation, U. S. 
Surgical, received over $62 million, while his vice president, 
Turi Josefsen, received $26 million. Is it any wonder the cost 
of health care is zooming upward?

The bad news I not likely to end soon unless the federal 
government does something. For instance, the 1993 compensation 
to Michael Eisner, CEO of Disney, will be in excess of $204 
million. And if he exercises his stock options, Leon Hirsch of 
U.S. Surgical has another $61 million coming to him, in addition 
to the $62 million he hauled in this past year.

That is why I am working on legislation that would limit the 
amount of money corporate executives can get.
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26.1%

i

1 - Hispanics can be of any race

ZlCTi’ . ~ Puzzled in this conservative ^nd largely Catholic community about why

rate now is higher “than the black illegiti- 

unmarried. And that, parents Patrick Moynihan to wnte his used to follow don’t happen as often
say^ not supported by tteir famines Se b£ faSl?On breakdown tLat in

classes and cry31 t0 When television’s Murphy Brown had a motherhood° Univeref^^Penn^dv
le that way be true, in part, be- 
of growing acceptance of unwed

life women like Mutphy Brown - weU-
u i-uiiipiain mat^aurtads are being “Americanized” and are

*
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%

Not in labor J7 
force I

Profile of unwed mothers
Out-of-wecflock childbearing is linked to socio-economic status. Unmarried 
women who don’t work and those in low-paying occupations are most iiknh

P^11j6%

children need to know this yet" 
in0SathSoPrOCella' ,Most parents are just gjv- 
kkLmtn^86’ ,Don’t’ don’t’ don’t-’ >Sid 
kids think, My parents are telling me no the

baby out of wedlock, the move was con­
demned by critics who said it would make 
unwed motherhood fashionable. But real-

degree or more | -I 5^%

Source: U.S. Census Bureau

ing about conception 0^0™^ -
Por many friends, birth c^ui ^l00

KWSSSSl “ ney
► Cover story, ia

Single women 1544 who*ve had a child:
Ethnicity jOb status

In the labor re 
BlacH ------- .-----A

Asian mKs%
Hispanic’ |

Education
Lass that high

school
Finished high

school
Bachelors

Occupation
Manager/ 

professional
Technical/sales/ 

secretarial 
Service 

occupations

" <w.«» Rev:

motherhood. University of Pennsylvania 
sociologist Frank Furstenberg thinks it 
also has to do with changing attitudes 
about marriage: “Thara-c m..rh ip^ mns.

£gpg|i9.e%

educated, affluent — are just a fraction of 
the USA’s 4 million unwed mothers. 

So who are the unwed mothers?
► Just 30% are teens, though 70% of 

teen mothers are unmarried.
► Fewer than 6% of unwed college-edu- 

affiire555
rnJfUt?re^ . . ►Most unwed mothers are in their 20s

a *? °r ?rly 305 Many
no^ tl^A “Jo™8* J065 “<* nearly 27% of

Out-of-wedlock pregnancy is nothing 
but the “shotgun weddings” that

£ey don’t know whm to do a^e® 
^rocella' who runs pregnancy 

P^tenv w^55®5 f0r teens and Parents. 
thriHrirt«?^?‘C P31®"15 comPlain that 

are being ‘Americanized” and are 
f mUCh and faience on TV 

vK-t?656 anxious Parents say they tell their 
linH^r" h01 t0 have Premarital sex, says Me- 
fo? H^ner0, Wh° nins a heaJth Program 

WOmen' But don’t talk ^Ifs a J° Wait or contraception.
she Lw tJUn8 ~ 0181 area k tahoo,”

inp^hl1^006113’ Most Parents are just gjv- 
Wdsmt,^86’ ,Don’t’ don’t’ dont-’ And 

“y ^nts are telling me no. the 

telling me yes.1

and 5017,6 Soo01 American
SS^rnTy^o^r?
monger and have babies right away

!

Por many friends, birth control “h too

telling me yes.’ ” ’ ---------
a three 

•anted t» hV^-w^contro,

Were Pregnant 
Our family’s not really like that” savs 

Hussey, 18, who lives with her parents and 
bS' HuX60’’-6 are1tnore emtanassed.” 

b UCky- Her fami|y has

Hispanic leaders say the soaring birth rate 
is creating a community-wide crisis that 

«Ope for a better Ufe from an entire 
generation’ many raised by immigrant par- 

*^0,wanted more for their children. 
In California, statistics show Hispanic teen- 

E le^ llkr!y 10 finish high school than 
!5SSsIS^otevei0bs“d"“re

rwiJl8 8 bi8 barrier for advancement for the 
community as a whole,” says Eliz-

’ ’ Whi^fhl6 ?Ught “ 1116 welfare cycle,”

sKfisnarfis • 

gnce to use contraceptives,” says the Rev,

‘"^fod 19% among whites and

Sharp lncrease accounted for over 
hgl.t UiiHotQl aaqea^jn teen childtearitik

■■

[p|j|l2J%

,^17.7%

By Julie Stacey, USA TODAY

Hispanic leaders
say surge in rate 
is creating a crisis

By Mimi Hall
USA TODAY

LOS ANGELES — Behind the rising num­
bers m teen births, one group had a huge ef­
fect on the trend: Hispanics

Between 1986 and 1991, while the teen 
Dirtn rate increased amnnO <

’ 'l 26.6%

1 in 3 bom out of wedlock
By Margaret L Usdansky
USA TODAY

Soon, one in three babies bom in the
USA will have an unwed mother — an in-

6r°? in the 1351 decade- - * — - vwea coiiege-eou-
i S “ted *omen h.ave just 8% of sin-

says Alicia Procella, who

Many Hispanic



CINCINNATI — Twice a week, some
high school students go back to junior high you got married, you got a guy that you 

as teachers. want to snend vnur lifp with vrui

ine Sexual Involvement “We’re not say- isn’t enough, 
ing you should abstain from sex forever. In a recen

Cincinnati alone, almost 1,000 black teen- "being accepted’’ or “bra^inTriS’ 
agers had babies in 1991. “Manv girls and ho vs trwtav in crv-i.

White-teen births rising at fastest rate
Fl—tse:—m

fi

s

“My mom thought I had the flu, so I went 
the emergency room.” When thev told her '■a.-
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never happen to me.soul-searching and concern.
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OKLAHOMA CH Y — Although she was 
having sex and not using birth control, Melis­
sa Aimas didn’t expect to be pregnant at 15. 

It just kind of happened,” says Almas, 
now 16 and the mother of a newborn son. “I 
ake 1° the PiU’ bUt 1 kept for8et^n810

to the emergency room.’’When they”oidher 
instead she was pregnant, Almas says she _ 
thought, "No, wait a minute here. This can’t - 
he right” *

The idea that a sexually active teen isn’t 
worried about getting pregnant may seem 
surprising But experts studying rising preg­
nancy rates among white teen-agers and oth­
ers say contraceptive use is the exception 
not the rule, especially among younger teens. 

Teen childbearing now is rising faster 
among whites than blacks — 19% compared 
with 13% between 1986 and 1991.

That’s a disturbing trend in states like 
Oklahoma, where the poverty rate — a 
strong predictor of teen childbearing — is 
14.4% among white teens, compared with 
11% nationwide.

b^^€?u„0lJtS?0ken, on subject, also 

teen childbearing) has been eroding’in toe 
white community,” he says.

"Sometimes toe boys are expecting and

It gets into this self-fulfilling prophecy," 
says adult leader Anthony Davis.

A few miles away from Woodward, 
Marcia Simmons runs a teen parenting

— ... 1—_2_ _ 1 
intercourse has or&k^Tshe-

hLaccorripnsh it- anniver^.^S^S"1^  ̂
long "have had looked at another and said, ‘Can you dig 

a!«med at helpin8 16611 this? Miss Marcia’s been waking up nen
othere, including day care. to toe same dude for 20 vears' It’s tivnnrt

Conservative writer Charles Murray who K JS* come from-
has been outspoken on toe subject,’ also she says “It’san tJ16A6eM86r’” "“"e - ano say reality i
blames changing values. “The stoma T?? cretlT^ Problem because it’s so their children were bom.
teen childbearing) has been eroding in toe r V 1 ,l"* ‘
white community," he savs • .• "V'----------------------- ’ “*,uWhatever the root caus^ - from chanrtno ? piCt,ons of sex “ spontaneous rein-

“During adolescence, it’s natu-
teen pregnancy rate for whites is rcusinf Sve? hapre^to fee!’ 11115 could _______________

Denil^vfnGmdy" Asocial worker in an^wSrar^to^kh^ifSS/^b^ ^onTto’ togh LS rod dJti^
N™n .• sax5 she once thought carelessness control “I was S^AandW th^ t"d ^tting 013016,3 and 13160 having kids 
was behind teen pregnanc.es. preXcJ wuld^pen^me^shl X Ky'^"8 SOme°ne ‘Here

&

Other teen mothers echo Heinken’s state- 
U?3”15 “ “d reallty Quickly set in after

peering “I worry about being a good mother. 
If my kid’s going to be OK and love me for 
who I am and stuff like that,” she says.

_ Photos Dy J. Pat Carter

REALfTY; At left, Jennifer Heinken, 
» wiams; 1?^ says■'iS'SJK

.J

iar

Later, Jones reads toe class a story

sex, then finds out he is

■ 16, holds son Sidney. Above, Anqe-
jj la Williams, 17, says she worries 
1 about being a good mother.’

Xl’toXlASEK? ^Seprember.Helnkensavebinhtoasoa.

h 's not 1316 problem of toe teen-ager,”

*

in Cincinnati, Diack teens 
pressed to postpone sex
nc4MTnmvL Usdansky something that colld help more teens,
USA TODAY says Sharell Smith, a 17-year-old mother

now in a Cincinnati teen parenting class. 
“W yoU-Wait until... you got a job and

want to spend your life”with,“you achieve 
Their assignment convincing seventh your life before you think about having a 

and eighth graders that, for now, sex kid.” she says. “It would be better to wait’’ 
should wait Developed in Atlanta in the 1980s, PSI

The message they send is, ‘Hey, I play is now in many school systems, Research- 
sport®-,1 m a cheerleader. I’m socially ac- ers say toe program is successful in sell- 
ceptable. There’s a payoff for toe deci- ing its abstinance message because it con- 
sions I ve made,’ ” says Christopher fronts the pressure many teens feel 
Kraus, head of a program callecCEas^D- It also stresses that contraception alone

-ine Sexual Involvement “We’re not say- isn’t enough, 
ing you should abstain from sex forever. In a recent exercise at Woodward Ju- 
Wpcr53X108 waiL” nior High, teen leaders help a class draw

£51 is a new program focused on pre- up two lists: reasons to have sex and rea- 
venung teen pregnancy, a major concern sons to wait The leaders then confront 
in black neighborhoods nationwide. In reasons offered for having sex, such as 
Cincinnati alone, almost 1,000 black teen- “being accepted" or “bragging rights.” 
a8Au?3d>,btblT10 1991 • “Many girls and boys today in society

Altoou^i births have been rising faster think that having sex will make them 
among white and Hispanic teens, black women and men. Being a man is not being teen-agers remain most likely of toe three able to get a girl preaSntTing ai n£jl 
groups to have a child. being able /take J?e of S tabT^d

More than one in nine black teen-agers take responsibility for getting a girl nreg- 
eves birth each year, compared with one nant,” says leader Brady Jones, ?6 
wh tP teeiMgers 30(1 one in 24 Later. Jones reads toe clSs a story

And'^ « binlK » black

S ™ WCd 3 trend that’s rai5ed ^Pteg with somebody else. The girl is to 
ST? 3b0Ut 860613110031 Pover- blame, an eighth-grade student sa\s: She 
ty plJSrtM?ni^rnmllnity' u waited 100 10ng 10 g've in-

a recent speech on "Sometimes toe boys are expecting and

child out of wedlock, it almost locks her
and that child into cycle of poverty which 
then spins out of control further ’’ 
ffia? Bn£s.°f,ffi£JSF?a5rm^ “ look’aMtoee
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Teens with a child: ...and among
94.488.684.279.9

28.7%
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By Julie Stacey. USA TODAY

®T e E N ^fP R E G N A N C l E S*"

1*

Black■S

.1.11111111 1111111111111111111 iJlll.11.111111.11111
70

146
136

low-income teens
Teen mothers whose 
household income was:

Neither parent I White [13.4% 
finished high school

► Cover Story, 1A
► Full-page report, 8A

One/both parents 
finished high school

Special report: 

Teen pregnancy

Less than $12,000 56.4%
$12,000 to $24,999 26.7%

$25,000 or above 16.9%

45

Out-of-wedlock births soar
Almost a third of all children — and more than 
two-thirds of children of teen-agers — are bom out of 
wedlock.
Percentage of births occurring out of wedlock:

B Births to teens All births

13.5%

When teen births began 
inching up in the 1980s, many 
thought it a fluke. Instead, it 
was the start of a trend that 
crosses racial and ethnic 
lines, affecting young women, 
their babies and the nation.

■■ ■;
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81
United States 
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55
Jordan

49
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Source: U.S. Census Bureau, The National Center for Health Statistics. Child Trends Inc., The Center for Population Options, Population Reference Bureau. Alan Guttmacher Institute

Kenya

Mexico

Births rising fastest among young teens 
While older teens remain most likely to have a child, 
the birth rate is rising faster among young teens.

Annual births per 1,000 teens, by age:
□ 15-17 ■ 18-19

79.6 78.5

In 1991, the teen birth rate rose to its highest point since 
1971, and more teens became unwed mothers than 
ever before. A look at teen mothers:
Teen births rising again
The teen birth rate peaked in 1957 at the height of the 
baby boom, then fell steadily for more than two 
decades. But after 1986, the teen birth rate began rising 
once more.
100
90
80
70
60
50
40
30
20
10
0

’40

■■
M

Algeria
43

Iraq
39

United Kingdom
Canada*

25
Israel

20
Sweden
e 13France

9
China

9
Japan

Taiwan 
3________

Birth rates higher among teens whose parents dropped out of high school

... and among teens whose
mother also was a teen parent
Teens who had a child by age
19. by their mothers' age at the
birth of the mothers' first child:
Under 20 rS^n2£lSfflfl47%

20-24 23%
25+ltti 14%

68S%
20-24
25~29
3(H-14.3%

Share of out-of-wedlock births, by age of mother:
15-19 F

Most unwed mothers in their 20s

ages 15-19:

Children bearing children
Most teen mothers unmarried
Teen births occurring out of wedlock

White I 159%
Black

Hispanic

Teen childbearing around the world
When it comes to teen childbearing, the USA looks more 
like a developing country than an industrialized one.

Annual births per 1,000 teens:

Industrialized countries
38

Developing

1 Nigeria

Guatemala

Out-of-wedlock births, by age of mother:

25-291 ‘ 19.3%

30 + 15%
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In her Hispanic n^bS^

ties to care for their children and th<

“it’s not
’says

BRADY JONES: Leads 
prevention program

Eleanor Elliott and Merren 
Carlson don’t need govern­
ment statistics to tell them 
teen pregnancy is a problem.

Recently, Elliott, the nurse 
at California’s Menlo-Atherton

a 1?*year'okl pushln« a tebySSge“

PrcP?^ be?use

RSnA«?\Lack of P^6"131 guidance. Sex at younger aces

- “ 2 «IS£2 ?2*«"■> —n to be
4<_ - ; ----- -o *»**••** fcn^jyuvil.

“ oueht'i wX 016 Wlth condoms day in and day out if I

how to breastfeed are common.
"They look like young adults,” says Denilyn VanGundy, a 

social worker in Oklahoma, where rates of white teen pregnan­
cy are high. "But inside, it’s so often a child. Here they are 
having sex and having a baby, and they’re too shy to nurse."

Teen childbearing still is lower than in its peak year —1971 
— or in much of this century. But in earlier generations, most 
of those pregnant teens married. And they didn't live in an era 
when a coUege degree was needed to get a good job.

So what’s going on? Explanations include:
► The percentage of teen-age women who have ever had 

sexual intercourse rose from 47.1% to 53.2% during the 1980s.
► Abortion — on the rise among teen-agers as births fell 

during the 1970s — declined among teens between 1988-89.
■ As the total number of teen-agers fell, the percentage of 

teens who are Hispanic — the group with the biggest increase 
birth rates — rose, from 8% to 12%.
, • Society is tolerating increasingly explicit sexual messages.
On TV, “they never stop to say wait, hold on I’m going to put 

on a condom.... They just jump into bed,” says Brady Jones, a 
teen leader in a Cincinnati pregnancy prevention program.

But experts say the jump in teen births has shown preven­
tion programs can’t concentrate on contraception alone.

“It’s not as simple as giving Norplant to all teens and then... 
90% of them will graduate from high school,” says Oklahoma 
maternal and infant health director Tisha Dowe Webb.

Says Marcia Simmons, who runs a parenting program in 
Cincinnati: “When you grow up in a community that helps you 
dream dreams and make goals, you understand that having a 
baby is going to interfere. But if you grow up where you have 
no expectations ... you don’t have an incentive not to have a 
child. It’s not that teenagers want to be pregnant, it’s that they 
don’t want not to enough.”

In neighborhoods where teen childbearing is more common 
than going to college, many teens don’t believe having a baby 
will change their lives for the worse. They talk not about bro­
ken dreams of careers or marriage but of parties to be missed

"I didn’t go out too much before I had kids, so I don’t miss 
too much now,” says Latasha Henry, a 16-year-old Cincinnati 
mother of two. “Thin^ haven’t really changed."

While media accounts often suggest teen-agers get pregnant 
because they want a child to love or a welfare check to gain 
financial independence, academic surveys repeatedly find 
that three-fourths of teen-agers don’t plan their pregnancies.

“I knew I didn’t want a baby right then in my life,” says 
Oklahoma City’s Susan Reese, 18, the mother of a 1-year-old 
son. “I can’t say why it didn’t enter my mind that I would get 
pregnant... I knew about condoms and pills. It was just out of 
teen-age immortality — ‘It will not happen to me.’ ”

Contributing: Patricia Edmonds

By Margaret L. Usdansky 
USA TODAY

contraception.

0
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She’s already sent 14 to the 
district’s program for preg­
nant students this year.

That program enrolled 
about 44 pregnant girls a year 
in the early 1980s. Last semes­
ter alone, 79 enrolled.

“I don’t know the answer” 
' _____ > used tnjt ”

“jSSJSKts;
No one can put a price tag on the cost of two generations 

UP toget*1“; But 0115 explosion of children having 
kx-kdhfrth7 en?vined W12h 016 controversy over out-of-wed- 
wck births - has set off an intense national debate about 
moral values, social sanctions and political solutions.

Writer 0131165 MurraV- caU <»«■

I- to k i »-auiurnia s Menio-Ainerton 
High Scl100!- drove two more 

j ffjls to get pregnancy tests.
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Carlson. “ButTwQmjjiat we're getting
After more than a decade of decline, teen

Now, <
up from one in 20 in 1986.’Birti“rat«'^e“ur^o7g wZ

01 sanaard 25 or 26. 
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Teen births 
‘formula for 
disaster’

of-wedlock births a crisis more important than “crime,
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J Mr. Ryen added that sentimenllYir. Kyen aacK'd trial sentimenl to communitv” s ui i nica t nno, u 
and mhJrlegal i.nl,”i«ran,s froi" s<xial handles immig. iion issuesSe Na" 

,ionn' Associa'i ■of
lures. For example, said Rebecca M’'v 11 Motives

Texas and New York, has been fighting 
with the Government over the cost ofz

immigrants and political refugees, 
Gov. Lawt'>n Chiles announced in late

Legal Services of Greater Miami 

works as a computer program­
mer in Miami. Mr. Maderal said

papers, he was pot on a boat to Florida 
by his mother in October 1992 after a

In the past, the Federal Government nt y Wa° *''''' ;seekin8 Pp, n'i'- 
has limited access to some of its social residency through special
programs to immigrants who are able m ° vlsas' N"" • '',l (,f a s*ll*<l<’>i we difficult past, ao ai ding to papers filed 

by his lawyer!; lie never knew his

youth. A si cond teen ager, who fled 
Haiti after his father was killed in

country.” They are also arguing that given' 
state courts have no jurisdiction ovei '

'"■■rarsss.. w..„ ssssKW FlorM
dren who arc citizens,” said Jim -What you are looking aJh 8. 0”'Ky' Na,ional Association of Social 
Towey, Sec.. lary of the Department of new and s1eniHcam6d hT *S 3 Very !,nd the Child Wrlf;"<' ' pague 
Healthnnd Itehabilitalive Services, the statc-Federa,i rebu^nne ' ” condemn«l «• "H's totally out
stale s prlni ip.il social nellaio . .....................   .. r< !a,f°ns on the imml- and docs no onn.i <,.>ie imml-stale’s prim ipal social 'u lfarc agency. gialien problem."

he thought of following Mr. Mo­
reno at the time but decided it 
would be dangerous to attempt.

ing city social workers simply not to 
ask questions about legal status.

Legal Services of Greater Miami -..............-........
Inc., a nonprofit organization here that boats Most young people 
provides legal assistance to the poor made that trip did so In thee

THE PRESIDENT HAS SEEN 
d’b

rio> laa vjpensivewiiront tn tight on imnugran{Policy

December 'hat he was suing the Gov­
ernment to recoup those costs and re­
duce the flow of illegal immigrants.

Hut the slate’s decision to deny fos­
ter care to undocumented immigrant 
children opens a new I runt in lhat bat­
tle with Washington. Legal and immi­
gration experts say this move, made 
with little fanfare late last year, sym­
bolizes a new aggressiveness on the 
part of state officials laced with tight 
budgets an 1 an issue lhat seems to 
have broad political appeal.

The state basically argues that it has 
no legal obligation to children who have 
been abandoned in a foreign country 
and wind up here. In the past, policies 
about providing social services to ille­
gal immigrants have widely varied 
among the states.

Mr. Chile , a populist Democrat who 
is running 'his year for a second four- 
year term and other state officials 
argue that the Federal Government's 
refusal to boulder its responsibility 
has penaliz'd ipg 13 5 million residents 
of the nat n s fourthmost populous 
state.

Cuba to U.S., 
On Surf Board
MARATHON, Fla. Feb. 10 

(Reuters) — A Cuban wind­
surfer caught a favorable breeze 
and sailed his board to Florida, 
where he asked for asylum, sher­
iff's deputies said today.

The windsurfer, Eugenio Ma­
deral Roman, 21, made the 110- 
mile trip from Cuba’s Varadero 
Beach resort to Marathon in the 
upper Florida Keys in about nine 
hours.

The Coast Guard was not in­
volved in the case because Ma­
deral made it to shore unassist­
ed, but they did not question 
whether he was telling truth be­
cause other windsurfers had 
made the trip in the past.

One of those who made it was 
Mr. Maderal’s childhood friend, 
Lester Moreno Perez, who wind­
surfed to Florida in 1990 and now 

But lawyers for the Department of 
Health and Rehabilitative Services 
contend in papci s filed at state Circuit 
Court here that it is the Immigration 
and Naturalization Service, not the 
state of Florida, which "is required to 
assume full and complete responsibil­
ity for the care and custody of this child 
or any minor undocumented alien until 
or unless he is returned to his home

father, and after Ins mother was killed 
in a guerrilla attack when he was 7, he 
fled to El Salvador and then Mexico, 
relying on the < l> irity of sympathetic 
adults until entei mg the United States 
around 1989.

"I don’t want to see these kids out on 
the streets,” M). I owey said. "But I'm 
not going to have ■ ne or two compelling 
cases define 0111 policy. We can only 
care as much a the money we are oivon ”

By LARRY ROUTER 
Sp •< Ml (0 The New Vm k Times

MIAMI, Feb. 10 — Arguing that the 
Federal Government sjuiuld bear the 
costs of III gal immigration, the State 
of Florida has begun denying foster 
care to immigrant children who are in 
the state ilk gaily.

Since the Mariel boatlift of 1980, 
Florida, recently joined by California,

I no Recent t ases
As a result of the new policy, a 

shelter her for abandoned children 
recently delivered a Guatemalan teen­
ager to the Immigration and Natural­
ization Service, which then began de­
portation proceedings against the 

filed suit last month seeking to over­
turn the state's policy. Lawyers repre­
senting the Haitian and Guatemalan 
teen-agers said that the state was act­
ing illegally and that the youths had a 
Constitutional right to receive foster 
care and other social services.

Christina Zawisza, director of the 
Children First projet ( at Legal Serv­
ices of Greater Miami, said that since 
1990 her organization handled, without 
incident until recently, the cases of 
more than 100 immigrant children in 
state custody who wei e seeking perma-

welfare, education, health care, hous­
ing and prison for immigrants. Esti­
mating that Florida spends at least 
$739 million a year on such services to

impossible to exclude illegal immi­
grants from services like emergency 
medical care. Immigration and child 
welfare specialists said it was highly 
unusual for a state to impose so restric­
tive and sweeping an eligibility test on 
social services.

Trend Developing
"This is emerging as a critical issue 

over the last several months, and Flor­
ida is first out of the gate and out in 
front on this one," said Dag Ryen 
PXPriltlVO oditnr IIP.-, ’

the issue; a heating on the case i. 
s< heduled for Friday

Asked about the new Florida policy 
organizations that deal with child wel­
fare and immigration issues, like the 

"f Soc'al Workers 
-----  ---- quickly 

condemned it. "It's totally outrageous 
and does no good foi anyone, neilhet 
the children involved nor the greatet

Chiao, a lawyer with the National Im- 
migration Law Center in Los Angeles 
a new California law that goes into' 
effect on Mar. I will require drivers 
applying for their fust license in the 
state to provide proof of lawful immi­
gration status.

The state of New York requires im­
migrants to present evidence of legal 
status when they apply for programs 
like welfare, day care and home health 
care, said Terrence McGrath, a 
spokesman for th.' Department of So­
cial Services. But in New York City 
where the vast majority of the stale’s 
illegal immigrants reside, an executive 
order in effect since 1989 has the prac­
tical effect, state officials say, of allow-

political violence there, was refused 
admittance m the same state-support­
ed shelter last month until a court 
intervened and ordered he be granted

Mr. Towey, however, said the tough 
new approach v ls motivated by con­
cerns as much humanitarian as eco­
nomic. He said h" had deep misgivings 
about the potent < d magnet effect in the 
Caribbean and I atin America of a 
court ruling that ■ ould force Florida to 
provide foster c. >e to all youthful im­
migrants who 11 ive here illegally. 

"1 his would t id a signal to parents 
in Cuba, Haiti, iuatemala and else­
where that thei exists a new right to 
foster care and 1 better life for their 
kids he said if these kids are as­
sured foster care is well as the right to 
an education, I'm worried about what 
lives will be risk' I at sea ”

Since the lau 1980’s, thousands of 
Cubans and Had 1 us have arrived here 
after dangerous . a journeys aboard 
makeshift rafts or ricKety wooden

................ ...........1 who have
-............. - company oftheir parents, bm cases of unaccompa- 

med minors an* not unusual.
The Haitian I n-ager in the case 

here, who turned Ki on Jan. 29, was one 
of those youths According to court 

year of hiding li nn the Government 
forces that killed his father and spent 
time with other refugee families, in 
motels and on tl streets before seek­
ing refuge at the diami Bridge shelter 
last month.

The Guatemal m youth, who is be­
lieved to be 17 has an even more
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"We don't like to say no to anyboJy 
because that's not why you go into 
social work, but I'm not going to lie to 
the people of Florida and say we can 
keep on watering down the soup."



Killing tangles policy on Chinese immigration
Clinton’s crackdown
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Stein, head of the Federation
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i. More than 280 Chinese were smuggled on board.

i and his wife wanted two more

these people will remain in (
.......... or years,” jail, says he ifed" ix^uThe
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The Clinton administration's 
promised crackdown on illegal 
Chinese immigration has run 
up against a federal judge's rul­
ing that China’s coercive fam­
ily-planning policies may be 
grounds for asylum.

The result is that American 
policy on asylum as 
it applies to Chinese 
is as confused as it 
was during the Bush 
administration — 
and could remain so 
for months or years 
while the issue is de­
bated in the courts.

"There’s an ur­
gent need for the 
Clinton administra­
tion to come back 
with a clear state-

* ’.jy w'- Ar

to have just one child, a policy | kk 4 m m _— *__ • • • **

in the USA.
“The administration has 

dropped the ball ... and as a

iaaw* ----------
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"It’s an administrative abdi- Judge Thomas Ellis in ieiin 
ration (by) sending the issue to dria, Va., in the case of Guo 
federal court ... but it means Chun Di, 28 U°

7

result they’re losing control of 
the policy,” he says.

The Justice Department is 
trying to decide whether to ap­
peal the ruling, which involves 
the asylum claim of one of 285 
illegal Chinese immigrants 
found on the smugglers’ vessel 
Golden Venture last June.

The government insists the 
ruling applies to just one case. 

But other judges 
may be influenced 
by it, and lawyers 
representing other 
Chinese say they in­
tend to raise it. 

Stein says that 
means the ruling — 
the first-ever judi­
cial pronouncement 
on the issue — is a 
"disaster” and an 
open invitation to

men. on lB poUe,.- says Dnn nsytan seeS'’ '’' C'’ineSe

that persecution under a coer- since 1988

d f0131 ue- Last summer. Clinton
iiv Enin in ?"d for fam’ Promised Significant reform in
ily planning policies to be the nation’s overwhelmed po- 
grounds for asylum, and the litical asylum system, includ- 

dSh0-’l d 56 016 pre’ ing a crack<1own on smugglers. 
dec‘din8 such cases- S1nce then little has happened
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Michael R. Beschloss

The Art of Cabinet-Making
In the wake of the Baird-Wood-Reno succession

rel

of Frankhn Roosevelt’s combative interior secre-

harmonio^ jumped before they were pushed.
rship. Witnx L ”^>e ®nest Cabinets in this century were prob- 
Rjchard Nix-\/ably Frankljn Roosevelt's. They were also 
i9enhower’s among the most changeable and tempestuous.

■Sec of state

1960-1963."

r
BV JOHN OVERMYER

particularly as he ran through six successive na-

THE PRESIDENT HAS SEEN
-a \ as \ v

tional security advisers. After his election in his 
own right in 1964, Lyndon Johnson rejected his 
friend John Connally’s advice to replace remain­
ing Kennedy appointees in his Cabinet with fig­
ures whose original loyalty was to Johnson. (He 
came to regret it) No one was more reluctant to 
rock the boat than Carter. His attorney general, 
Griffin Bell, notes that Carter almost romantical­
ly wished for the Cabinet stability that eluded 
Nixon and Ford: “He had a thing about keeping 
his Cabinet together.” So pronounced was this 
that in the spring of 1979, Carter told reporters 
that he was very pleased with his “superb" Cabi­
net and would choose all the same people again. 
A few months later, in his famous “Camp David 
massacre,” he fired two of them; two others

As his biographer James MacGregor Bums has 
written, FDR was an “artist in government.” He 
did not shrink from choosing independent and 
mercurial people for his administration, even at 
nsk of occasional criticism by press, Congress 
and public for misjudgment or mismanagement 
Roosevelt thought it better to orchestrate con­
flict and competition over great issues than to 
have none at all. One symbol of this was Harold 
Ickes, who despite the high presidential mainte­
nance he required, was one of the stars of the 
Roosevelt Cabinet Whenever President Clinton 
forgets Roosevelt’s lesson, he will have a nearby 
reminder Ickes’s namesake son has just been 
appointed deputy chief of the White House staff.
Michael R. Beschloss is the author of "The 
Crisis Years: Kennedy and Khrushchev,

at the Justice Department, the Aspin-Inman-Perry
succession at the Pentagon and the awkward de­
ntures of Deputy Secretary of State Clifton
Wharton Jr. and Deputy Attorney General Philip
Heymann, the Clinton administration has been
gibed, even by the president himself, for rough
edges in assembling his Cabinet and sub-Cabinet
History suggests that Cabinet-making has never 
been an easy art, especially when the president
has an ambitious and controversial agenda, and
that in those cases when Cabinets were assembled 
and functioned without glitches, the cost has often 
proved to be a lack of boldness.

The qualities required to become president do
not always lead to flawless personnel choices. Siz­
ing up a business or political figure as a useful ally 
is not the same as choosing a vital national beuten- 
anlEven Harry Truman had more faulty taste in 
people than Americans now remember Alongside 
giants in the Truman Cabinet like Dean Acheson
and George Marshall were such pygmies as the
volatile Louis Johnson of the Defense Department
and Attorney General Howard McGrath, who
blocked an investigation of corruption in the Bu­
reau of Internal Revenue. Truman had to fire
them both. After his election, John Kennedy said,
“I must make the appointments now. A year
hence, I will know who I really want to appoint”
He became disenchanted with Dean Rusk after on­
ly four months, saying, “How do you fire a secre­
tary of state who does nothing—good or bad?”
The answer was that he couldn’t As Arthur Schle­
singer Jr. observed, that “would constitute too se­
vere a comment on his own original judgment”—
especially since Kennedy had appointed the man 
after meeting him only once.

There is an element of gamble in every Cabinet 
selection. Truman had found James F. Byrnes of
South Carolina a companionable Senate colleague; presidency, 
he had no way of knowing that, as secretary of ’ “
state in 1945, Byrnes would become so autocratic
that he would quickly have to go. No one could 
have predicted the profound stress the Pentagon
brought to the psyches of James Forrestal and
Robert McNamara. Lyndon Johnson did not ex­
pect to find his appointment of the left-liberal At­
torney General Ramsey Clark to be his “biggest
mistake,” so much so, as he said, that when he 
heard Richard Nixon denounce Clark in a cam­
paign speech, “I had to sit on my hands so I 
wouldn’t cheer it." Nixon had no notion that his 
seemingly conventional interior secretary, Walter
Hickel, would become such an outspoken critic of 
the Southeast Asia war and Nixon’s own secretive 
methods that he would have to fire Hickel

Americans falsdy remember most Cabinets in
history as smoothly working machineries with sta­
ble memberships, which makes whichever one is
now in power suffer by comparison. In fact, An­
drew Jacks*! appointed four secretaries of state 
and five secretaries of the Treasury withni five"

years. Only after the release of the private diaries 
of Franklin Roosevelt’s combative interior secre­
tary of 12 years, Harold L. Ickes, did we find how 
many times the president had to keep Ickes from 
quitting. Gerald Ford fired one Cabinet member 
(James Schlesinger of defense) for alleged insubor­
dination, another (Earl Butz of agriculture) after 
he made a racist joke, his director of Central Intel- 
bgence, William Colby, to bring change to the CIA 
after the investigations of 1975, and his vice presi­
dent, Nelson Rockefeller, as a millstone on his 
1976 ticket The memoirs of the almost consis­
tently disgruntled secretaries of state Alexander 
Haig and George Shultz suggest to the reader that 
Ronald Reagan had to cope with the danger of a 
top Cabinet resignation almost every minute of his

There is little to demonstrate that!_____ _
stable Cabinets produce better leadership. With 
his conception of politics as struggle, Rjchard Nix­
on thought the reverse. As Dwight Eisenhower’s 
vice president in 1958, he privately complained to 
Joseph Alsop that there were “not enough sons-of- 
bitches’ in government because Ike was so averse 
to conflict: “You know, there is this myth now, that 
a man has to be noncontroversial, that every­
body’s got to like, that he never gets into fights. 
... I think a time will come when well look back 
on this era and ask ourselves whether we were 
crazy or something." As president, Nixon was so 
impressed by John Connally’s highhandedness as 
secretary of the Treasury that he began maneu­
vering to anoint him as his successor.

Most presidents strain to obscure imperfec­
tions in the official family portrait, considering 
public conflict a mark against their managerial 
competence. One reason why Reagan dung so 
tenaciously tc Shultz was that he knew how dam­
aging it would be to lose two secretaries of state,
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Welfare
As We 
Need If

Jobs for all, but 
flexible ones. 

And a payroll tax 
for child support.

By Theda Skocpol 
and William Julius Wilson
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absent, then he (or more rarely, she) 
u_ ..-u.- a tax dependjng

on the number of children involved. r
Child support would be collected Port yoQr children through a combi- 

like Social Security and other payroll na‘ion of work and time spent with 
taxes. If the noncustodial parent’s them.” Government will help work- 
inrnmp onoc .m _ z____________ ...

re^".Si.S-.______ . . would make “ unattractive for ---

wnrtVa ? V0 a adults wh0 can ilies- so this syslem might well en- 
u wages courage stable marriages.

As with Social Security, there 
would be a minimum child support 
benefit if the absent parent's tax pay­
ment went down too far. It could be 
set at about the level of a half-time

This would be very different from

m he United States." William Julius 
Wilson, professor of sociology a,.J 
public policy at the University of Chi- 

—. race and the new urban poverty.
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I sustain re­
parents — with­

out pretending that single mothers 
can be expected to carry the burdens 
of two parents at once. 

THE PRESIDENT HAS SEEN
T%>

(mostly divorced or unwed fathers) 
;.'?e_adbeal dads” owe 134 b',lion a

this money were efficiently cohected wafflTW“p!
and delivered to custodial parents, throughout 
the economic security of America’s »» U - 11 T1 -'■"-•’niiirn

gate

build social networks and cohesion. 
 Since its inception, the terrible flaw

in the U.S. welfare system has been 
its failure to suppon efforts to com­
bine employment and child-rearing 
Back in the 1910’s, “mothers’ pen­
sions" sought to keep impoverished 
mothers out of the wage labor force 
and entirely at home with their chil­
dren (although they were never given 
enough money actually to live that 
way). It would be a shame, in the 

 1990’s, to go in an equally unrealistic
way to the opposite extreme, forcing 
poor mothers into full-time low-wage 

public policy to uphold. ° 
Part-time jobs combined with child

leged American mothers still do.
Second, it would be a mistake to 

leave in place the unwieldy and ineffi­
cient state-by-state system of collect­
ing child support from absent parents 

p
rastervalues he laid out in his State of the state to avoid" such* a Md'onaTta? l>Oth Pare
±^JS,ge: W°rk and Parenta' ^f7’ent ckhiid ^PPort enforcement can ^±1 

u’,. , w°uld make it unattractive for men
what it will take is clear. Jobs must to father and abandon multiple fam-

Congress to proponents of the upper- 
middle-class-onented Cooper plan, 

, , . - — o- will be
left uninsured and it will be hard for 
parents to move off welfare. For the 
sake of welfare reform as well as 
economic efficiency, the President’s 
promise to veto any bill that falls 
short of universal coverage is wise.

Let’s use this round of policy

work, and they must have
benefits and protections that are suit­
able for families. Policies must re­
quire and enable parents to devote 
time and money to the care of chil­
dren. These things can be done with-  
out huge amounts of new public re- minimum-wage job.
S0!Ji.CeL ■ , This wou,d 66 verV different from

lhe Administration wants states to welfare. A divorced or unwed mother 
turn welfare offices into “transition- could not live on the minimum bene- 
ai centers for training and job place- fit; she would have to work at least
ment. Since most poor men and worn- half time. If she chose to work more
en want to work, they will welcome she and her child would get ahead 
this change. We urge the President to because the minimum benefit would 
make the commitment to work iron- not be taken away.
clad by helping local governments But suppose the mother decided to 
create public jobs when private-sec- spend part of each day with her chil- 
tor jobs are lacking. dren. This could be vital for a poor

But in making the shift toward family in a tough neighborhood. After 
work rather than welfare, the Admin- a”. it is exactly such single mothers 
istration needs to make two funda- who most need time to visit school 
mental breaks with past policies. meet with other parents in voluntary 

First wcuA Ko dpf.npd tn organizations or be at home when the
include parental time spent with chpl- child returns from school. Poor fam­

contemplating, because they —

premise — that impoverished single
time'waV^or^aThlr  ̂ *ba"

current welfare recipients.

automatically, and without the stig­
ma attached to the current system. 
Both parents must be identified by 
their Social Security numbers at the 
birth of each child. Later, if a divorce 
occurs or if a parent is otherwise

resident Clinton has elo- would be liable for 
) quently renewed his
promise to “end welfare
as we know it.” Now, as
his aides hammer out
legislation to keep that

changes to say to all American fa­
thers and mothers: “You must sup­

like Social Security and other payroll nat'°n of work and time spent with

Theda Skocpol, professor of sociology 
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Striking Similarities
The similarities between the Clinton 

plan and the German system are striking. 
The president wants
universal coverage;

achieved that. Ger-

comprehensively and gives individuals

portable from job to job.
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to abuse. Once their tax is paid, Germans
on medical

------- The Clinton plan has the same
bias toward excessive individual use of
medical services-at the expense of all
members of an alliance.
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The Clinton imprimatur for myself

February 21, 1994

You will remember that when you urged me to "stay on the Syrian track" and I then 
planned my visit to Assad you provided me with an informal non-official imprimatur 
such that I could say I was a personal friend and advisor but could not make any 
commitments. Later but before I visited Arafat in mid January (see my January 21st 
report) I asked you for a similar arrangement You did give me that but in 
retrospect I realized that it was not necessary for that meeting to have it in hand.

Further, because there might be a concern emanating from that initial understanding 
that I might be roaming the globe with that imprimatur, however informal, I want 
you to know that I will not invoke anything without prior renewal from you.

You should also know that the first week in March Betty and I are moving to Paris 
for three months, a long standing promise to Betty-and which I am very much 
looking forward to. As of now I have no further Middle East trips planned.

I merely wish that I were better positioned to be helpful to what you are trying to 
accomplish.

sQ|
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MEMO TO: President Bill Clinton

Meeting with Prime Minister Rabin, February 8, 1994SUBJECT:

February 21, 1994DATE:

UtrthVjxkiniham kvtnutLu knxtlaCalifbma 90049 Ttltphont (310) 471^341 Fax (310) 476-9833

We met on February Sth. He had my report on his desk to which he alluded several 
times. To my surprise nobody else was present and the meeting lasted about an 
hour and fifteen minutes.

I had gone to Israel just prior to my mid-January meeting with Arafat to be as well 
oriented as possible by Israelis and by both pro and anti-Arafat Palestinians (not 
including any fundamentalists). While in Israel Prime Minister Rabin apparently 
heard about my impending trip to Tunis and asked to see me. However, at the last 
minute he became ill, and we had to cancel. Then when I wrote my January 21st 
report to you on that Arafat meeting a copy went to him and although I was already 
back in Los Angeles Rabin sent word asking me to come back to Jerusalem.

Regarding Arafat there were few surprises. He talked about Arafat's inability to 
understand democratic processes and therefore has an autocratic tilt. Thia was 
aggravated by the monies that he has had available over the years until the Gulf 
War. That he was not accountable for those monies enabled him to disperse them 
to generate personal support for himself among the Palestinians.

More importantly**from Rabin’s point of view-is that Arafat has been too content 
just with the signing of the Declaration of Principles in September on the White 
House lawn. Never having administered a governmental entity Arafat does not fully 
appreciate the need to implement arrangements on the ground for such things as the 
security of both the Israelis and the Palestinians. This is not merely a matter of 
border crossings as with Egypt (simplistically put), but a rather a concern about the 
Palestinians and the Israelis who are interwoven in the same geographical areas with 
"tens of thousands of cars of each crisscrossing Israel daily". Making the situation 
worse, of course, is the deep and long history of the hostilities between the 
Palestinians and the Israelis on the streets and in the neighborhoods. All that 
requires greater "on the ground" precautions than as between Israel and Egypt, or 
hopefully Israel and Syria.

In that context we also discussed the oft made point about Israeli attitudes on the 
one hand toward Arafat and on the other toward Assad. Because so much of the 
Palestinian threat has been "around the corner* the presence of Arafat has seemed 
more immediate than that of Assad who is afar even with his planes and tanks. On 
the other hand, and as Rabin pointed out at the Israeli Embassy on September 13tb



□ K 01 ICI NOAUtl02-21-19S-4 12:42 310 47C 9003 P.O3

in rights and democracy. He also pointed out the inconsistency between 
ing China on human rights and democracy, but never a word about Saudi

One further thing he said about the old guard is that to the greater extent these are 
rich people, and he had a fear that they would not be sufficiently attuned to the goal 
of democracy. The younger ones are already very sensitive to that.

to about a thousand American Jews present, the PLO has never been a threat to the 
security of the state of Israel but clearly a bloody threat to individual Israelis on the 
streets. Assad, of course, represents the military threat

MEMO TO: President Bill Clinton
February 21,1994 
Page 2 

On the question of democracy we also discussed the question of elections which I 
had considered to be a given by all those on "our” side. Rabin said that while 
elections are desirable he did not feel that it is the business of one people to impose 
something like elections on another, in this case the Palestinians. While he is not 
opposed to elections he would want the impetus to come from them. In fact, he 
seemed very satisfied that Arafat seems to be going for municipal elections without 
saying much anymore about general elections. That clearly does not bother Rabin. 
The interest of the Israeli people, he said, is not whether or not the Palestinians 
hold elections but rather whether can they, the Israelis, be assured of security.

On that broader point he expressed some criticism of the U.S. for its emphasis on 
human rights and democracy. He also pointed out the inconsistency between 
^pressing China on human rights and democracy, but never a word about Saudi 
lArabia. He added that in China—and arguments rage about this—moving toward a 
'market economy will result in a political system that is democratic. Bear in mind 

that Rabin is basically a military man for whom such things as democracy and 
Auman rights probably carry a lower priority than for the likes of us.

On the matter of Assad, his focus clearly was on Assad's seeming unwillingness to 
help him, Rabin, develop a softer image of Syria and Assad to the Israeli people. 
He made the statement that Sadat prior to Camp David did BO percent of Begin’s 
work for him in exactly that regard. Assad barely lifts a finger. When he finally 
granted permission for the Syrian Jews to leave it was done after so long a period 
that it had the quality of reluctance about it*-and did nothing to assuage the Israeli 
people. Even for as relatively a minor thing as the Israeli/Arab Knesset member 
Darwishe to go to Syria to pay his personal condolences to Assad after the

Staying on the subject of Arafat I asked the Prime Minister of his thinking about the 
breakaway Palestinians including people like AbdelShafti, Hanan Ashrawi, Faisal 
Husseini, and others. His response interested me. He said there is a new 
Palestinian generation who had already come on to the scene and who ignore the 
aforementioned group making them virtually irrelevant This new generation comes 
out of the intifada and they feel that their role in the past five or six years his been 
major in bringing things to where they are so far. Interestingly, he seemed to have a 
respect for them and even suggested that they are better to work with than the old 
guard.
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MEMO TO; President Bill Clinton 
February 21, 1994 
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unexpected death of his son, it further implanted the mercurialness of Asaad in their 
minds when Assad at first rejected the request.

IRabin himself then said that Assad's eyes are primarily on winning over Washington 
and that he need not pay attention to Israel in this regard. I had earlier discussed 
the point at great length with the Ambassador and he kept coming back with a series 
of things that Assad had either said or done that both Assad and Al-Moualem felt 
satisfied the very requirements that Rabin later talked about (See appendix below.) 
This inventoty while of some substantive consequence reflected an inability to 
understand that it was the Israeli people who have to be convinced. Some of the list 
included items that most Israelis would never even have become aware of. I suspect 
Al’Moualem's thinking in this regard is a reflection of Assad's preoccupation with 
the need to ingratiate himself only with Washington. In any case, Rabin in what 
struck me both as a matter of national pride and as a reflection of the political 
reality within Israel did make much, to repeat, of the need for Assad to make visible 

^gestures for peace toward Israel as well as Washington.

In general, I got the distinct impression that Rabin would much prefer to deal with 
Assad who has a very clear mind about where he is and what he wants than with 
Arafat who is under greater pressure than ever, but who even under normal 
circumstances and precisely because he has not been a governmental leader has not 
had to set his goals clearly so that those who are in negotiations with him do not 
become confused.
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APPENDIX

I

WAUD1

Pint, during the sixth round when Ambassador Rabinovich became the head of the 
Israeli delegation it was the Syrians who developed a paper which still is a working 
paper between Syria and Israel.

Third, at the Geneva press conference President Assad was also asked if he is ready to 
sign a peace agreement with Israel or is he waiting the sixth U.S. President of the 
United States to meet him. He had met Nixon, he met Carter, he met Bush, and now 
Clinton. Four. When journalists asked him if he was waiting for the fifth or the sixth 
U.S. President. Assad responded that he is ready to sign tomorrow, or now.

Fourth, it has been asked why Assad let Cliutou explain what his understanding about 
full peace in the press conference. Assad's very silence to that question showed 
agreemently, letting Clinton answer.

Some of Syrian Ambassador Walid AJ-Moualcm's arguments that the 
Syrian Government is indeed trying to create a softer image (From SKS* 
notes)

These are the kinds of things that the Ambassador feels should satisfy Rabin. Even 
accepting all as valid I tried to explain that these do not get through to the Israeli 
public. That is the problem. Nothing approaching Sadat's trip to Jerusalem has been 
proffered. The Ambassador says he got the point. (That was a month ago.)

Second, in the United Nations on September 19, 1992 the principle of "full peace for 
full withdraw" was announced. Now President Assad in Geneva talked about peace with 
Israel as the strategic option for Syria. Assad described Syria's reasons for establishing 
normal peaceful relations with Israel, and for trying to end the Arab Israeli conflict with 
a description of what the Middle East will be like if this happens.
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR PRESIDENT XJJN^ON
HILLARY RODHAM CLINTON
PATRICK GRIFFIN 
HAROLD ICKES
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GEORGE STEPHANOPOULOS

Premium caps are hard politically because they are opposed by health care providers 
and insurers and by many businesses (for ideological reasons). They are also out of fashion 
in economic circles.

We believe that managed competition and the change in incentives proposed in our 
bill, the Cooper bill and the Chafee bill will ultimately be the main driving force to limit the 
growth of costs in most parts of the country.

However, few think it will be sufficient on its own in all parts of the country. 
Oligopolies may develop. Gaming may occur. Competition will take time to develop in 
some places and may never develop efficiently in some parts of the country.

Achieving universal coverage without cost containment could lead to significant 
increases in the budget deficit and in the proportion of GDP going to health care.

The Cooper and Chafee bills provide a backstop to competition by providing a strong 
incentive to lower benefits. These bills remove the tax deductibility to companies (Cooper) 

individuals (Chafee) for benefits above the nationally guaranteed package and for insurance 
•urchased at any plan which is not the low cost plan (Cooper) or low cost 1/3 of plans 
J"' x .in an area. Both bills, particularly Chafee, allow for a reduction in the national 
benefits packages if costs rise too rapidly.

We recommend the premium cap as a backstop which puts pressure on health care 
providers and insurers instead of on workers with good benefits.

_Ni\lir^i

THE PRESIDENT HAS SEEN
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As we have discussed before, premium caps that are less stringent and/or triggered 
may well be an acceptable compromise if structured properly.

A tax cap on deductibility is hard politically because it is opposed by consumer 
groups, labor, seniors, businesses now providing good benefits and many providers who fear 
it will drive people into low cost, low quality HMDs.

The easiest route politically would be to do neither. This would be a big mistake. If 
costs run out of control as health care reform is being implemented, the economy and this 
presidency could be in jeopardy.
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FROM: IRA C. MAGAZINER

SUBJECT: "BOTTOM LINE" ISSUES FOR HEALTH CARE REFORM

• Universal coverage before the end of the decade which means employer and individual
mandates.

2.

3.

4. some

5.

This memo suggests "bottom line" provisions which could be communicated to 
congressional leaders to meet the President's goals. It is for internal use only.

THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR PRESIDENT CLINTON
HILLARY RODHAM CLINTON
PATRICK GRIFFIN 
HAROLD ICKES
GREG LAWLER 
GEORGE STEPHANOPOULOS

Cost containment which means consumer choice, competing health plans and 
form of premium cap (or all-payer rate mechanism) as a backstop^ “

Comprehensive benefits which means a nationally guaranteed benefits package spelled 
out in the legislation with reasonable deductibles and copays.

-An end to discrimination in health insurance which means community rating laws and 
some means of creating large risk pools. -------- -—

Upgraded senior benefits which means a Medicare prescription drug benefit and some 
long-term caig-program, predicated on achieving significanUMedicare savings.
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RATIONALE FOR BOTTOM LINE

1 Universal Coverage

There are three ways to provide universal coverage:

Because insurance is so expensive, government subsidies would have to 
be very large to really make insurance affordable.

An individual mandate would encourage companies to drop or lessen 
coverage at an even faster pace then over the past 10 years since the 
government would provide subsidies. The cost to the Treasury would 
thus grow dramatically.

Employers make these contributions voluntarily. However, for the past 10 years, as 
health insurance has become more expensive, many employers have cut back on insurance 
payments and some have dropped them entirely. In 1992 alone, over 2 million Americans 
(net) lost their health insurance, almost all of them workers and their families.

A mandate on employers to contribute to and on individuals to buy health insurance is 
the best way to achieve universal coverage. Without universal coverage there can be no 
health security.

Raise taxes and have the government finance health care providers or plans 
directly (single-payer). We think this is politically unacceptable.

It would require raising $300-400 billion of taxes per year.

It would put the government directly in charge of the health care 
system.

Today, 39 million Americans have no insurance and 22 million have only "bare 
bones coverage. Over 85 percent of these people are employed. Employers will contribute 
over $200 billion in 1994 for health insurance premiums for the under 65 population, more 
than families and the government combined.

Require all individuals to buy insurance, make it more affordable to them by 
reorganizing the insurance market and provide subsidies to low income people 
(individual mandate).
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Require employers and individuals to contribute to health insurance.

Builds on the current system.

Minimizes cost to government.

Provides security to people.

Discounts for small or low-wage businesses could be increased.

2, Comprehensive Benefits

No lifetime limits.

Instead of requiring an 80 percent employer share, a 70 percent or even lower 
percent employer share is possible.

A huge bureaucratic means testing apparatus would have to be 
established to administer subsidies to well over 100 million Americans 
to make insurance affordable for them.

Phase-in of the mandate and therefore universal coverage could be slowed 
down by a year or two.

With sufficient discounts for small and low-wage firms and for low 
income individuals, and gradual phase-in, can be affordable to 
companies and have minimal negative job impact.

’Decreasing the employer share increases the federal subsidy requirement. We want universal 
coverage which is real, which means adequate subsidies to make health care affordable for all 
people.

To provide health security, health care legislation should spell out comprehensive 
benefits. So called catastrophic policies do not provide real security and still leave significant 
cost shifting in the system. Comprehensive benefits mean:

As a "bottom line", we could support proposals which lessen the employer mandate 
and increase the individual share.

Annual out-of-pocket maximums ($1,500 per person and $3,000 per family in 
our bill).
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Comprehensive coverage of services.

An extensive preventive package.

3, An End to Discrimination in Health Insurance.

4. Controlling the Growth of Costs

Extending universal coverage could cause an explosion in private sector health 
spending and federal subsidies if explicit steps are not taken to control the growth of costs. 
The current slowdown in cost growth will not continue without real reform.

Reasonable deductibles and co-pays (a maximum of $400 per family 
deductible and 20 percent copay in our bill).

Today, people pay wildly different amounts for the same insurance coverage based on 
their health status, age, sex, whether they work for a large or a small company or are self- 
employed, or whether they are part of a large or small pool of insured people. Health 
insurance companies compete primarily by trying to insure only people who are likely to stay 
healthy and therefore not need services.

If sufficient sized mandatory alliances must be dropped, we would have to move to 
some other mechanism to enforce community-rating and create big pools which would 
involve significant regulation and enforcement activity, reinsurance and transfers of funds 
among health plans. This whole area is very tricky. Many say they believe in community 
rating, but they often propose measures full of loopholes which do not, in fact, end 
discrimination.

Health alliances with community rating laws are a good way to end health care 
discrimination. The alliances create big pools which make the community rating real. There 
must be some mechanism in the bill to do this or the bill will not guarantee security and 
control costs. If insurers can market so as to avoid risky patients or can charge more for 
them, there is no security. If they can compete this way, they are less likely to focus on 
competing on quality and efficiency. If people still have to pay more simply because they 
work for a small rather than a large firm or because they are self-employed, job lock will not 
end.

We could agree to smaller mandatory alliances — companies of 500 or less required 
to join alliances instead of 5,000 — if necessary. Below this level, it becomes very difficult 
to enforce community rating and to integrate Medicaid into the private system.
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5. Benefits for Seniors and Disabled Americans

We can be flexible on details and phase-in, but it would be irresponsible in 
comprehensive health reform to ignore these problems entirely. It would also be difficult to 
include prescription drugs in the under 65 benefit package but not include them in Medicare. 
These benefits could be tied to the achievement of some level of Medicare savings.

Some form of prescription drug benefit and some serious beginning on a long-term 
care benefit are necessary to meet the health care problems of our senior and disabled 
populations.

We would be concerned not to have any caps. Without the backup, the health 
industry might absorb uncompensated care savings into profit instead of passing them onto 
consumers and businesses. Health plans may form oligopolies or "game" the competition.

We have proposed a series of steps to increase competition among health plans, to 
create more cost conscious consumers and providers and to reduce government and insurance 
company imposed administrative requirements as the main mechanisms for controlling the 
growth of health care costs.

We have purposely created a "redundant system". If competition works, premium 
caps are not necessary. If the competition doesn't work as well as expected in parts of the 
country, then the caps protect the consumer and the Treasury.

As a backstop, we have proposed a cap on the average rate of growth in premiums for 
the guaranteed benefits package. The cap will serve as a discipline to accelerate competition 
and to protect consumers in parts of the country where competition might be slow in 
developing.

Controlling costs is too important to leave to chance. The market reforms are 
essential to our approach. We could accept less stringent premium caps, or ones which are 
set in a different way, ones which are phased differently, or ones which are automatically 
triggered if competition fails to bring desired results. We could also accept all-payer rate 
setting mechanisms as a backup if states preferred this approach.
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FROM: KATIE MCGINTY

CC: THOMAS MCLARTY

SUBJECT: OEP WEEKLY REPORT

PACIFIC NORTHWEST FORESTS

ENVIRONMENTAL TRIP TO AUSTRALIA

CLIMATE CHANGE

7

Last week OEP's Deputy Director Cathy Zoi gave a keynote address at an international 
meeting on "Clean Production and Economic Growth" in Melbourne, Australia. Our 
Administration's message of partnership and cooperation was well-received by the many 
countries in attendance and by the media in Australia and other Pacific-rim nations. The 
Australian government, often a U.S. ally in international environmental negotiations, has not 
yet embraced our "out of the courtroom and into the conference room" philosophy 
domestically, and was quite interested in how we were able to achieve such progress. Key 
countries with ministerial-level participation in the conference were from Germany, 
Indonesia, China, and Australia.

THE WHITE HOUSE

WASH I N GTO N

The Vice President traveled to Tacoma, Washington to keynote a two day conference on 
watersheds hosted by Senator Murray and Representatives Dicks and Unsoeld. Vice President 
Gore presented a broad statement of the Administration's efforts to follow through on your 
commitments to the region last year to end the gridlock and establish a stable, defensible 
forestry program. He presented two economic assistance packages to two Washington 
communities who have prepared sustainable development/economic diversification plans. The 
Vice President's visit was very well received with a strong, positive media response. Next 
week we will have regional and D.C. briefings on the final forest plan which will be released 
Friday. The final plan reduces our legal exposure, while also retaining the balance you laid 
out last July.

With OSTP and NEC, OEP co-chaired the first interagency meeting of the "Beyond 2000" 
task force, which was charged in the Climate Change Action Plan with developing a long­
term and strategic climate change policy. Interagency working groups are forming around 
five broad areas: Energy Supply, Energy Demand, Transportation, Agricultural Land Use, 
International; plus a sixth group for synthesis and integrated analysis.

MEMORANDUM FOR THE PRESIDENT



SUSTAINABLE RFDEVF.T.OPMF.NT IN THE WAKE OF THE MIDWEST FTOODS

FEDERAL FACILITIES

PRESIDENTS COUNCIL ON SUSTAIN ARTE DEVELOPMENT

The Interagency policy group that I co-chair with Alice Rivlin met last Monday to continue 
discussions on options for improving the priority setting process that federal agencies use to 
address their environmental cleanup obligations. Among the issues that the group will 
examine over the next few months are: improving stakeholder participation; reconciling 
budgetary constraints and clean-up obligations; identifying priority setting factors such as risk 
and cost-effectiveness; and determining the total scope and cost of cleanups.

The Council is aggressively preparing for its April meeting in Washington, D.C. where 
discussions will focus on Energy and Transportation issues and the Council's vision of its 
final report. Virtually all of the Council's Task Forces have developed their organizational 
structure, and most of them are presently adding new members to increase their stakeholder 
representation. The Executive Director recently visited Chattanooga, Tennessee to explore 
possibilities for a full Council meeting, and PCSD staff met with representatives of the 
Chemical Manufacturers Association.

OEP, OMB, DOE and FEMA are taking part in meetings organized by the Alliance to Save 
Energy to begin a process to incorporate energy efficiency and sustainable redevelopment 
jagctices into federal disaster relief policies. Also participating is the Mayor of Valmeyer, 

^community which has already voted to relocate rather than rebuild in the floodplain, 
us committed to embracing energy efficiency and sustainable redevelopment 
as it designs its new community. The Valmeyer experience is an opportunity to 

determine how such concepts could become an integral part of national disaster relief policy.

Illinois
Valmeyi



DIRECTOR'S MEETINGS

PAST WEEK

2/14 Meeting with Depart of Interior to discuss grazing issues

2/15 Meeting with CEO of Lloyd’s of London to discuss Superfund reauthorization 

2/15 Attended briefing by Secretary O'Leary on upcoming Energy initiatives

2/17 Speech for the National Congress of American Indians

THIS WEEK

2/22 Meeting with Interior to continue discussion on grazing reform

2/23 Possible briefing for Members of Congress on the Forest Plan 

2/24 Meeting with the Vice President with leaders of major environmental groups attending

2/24 Reception hosted by the Vice President for the environmental community

2/23 Meeting with the President of the National Indigenous Organization of Ecuador to 
discuss bringing together U.S. oil companies operating in Ecuador and Ecuadorian 
Amazonian indigenous peoples in a constructive dialogue

2/14 Co-chaired interagency group with NEC and OSTP to propose a Beyond 2000 
Workplan

2/25 Attending President's Council on Sustainable Development Task Force Meeting in 
Warrenton, Virginia

2/15 Meeting with the Vice President and major environmental leaders to discuss National 
Service program involvement

2/17 Meeting with DOE, and 0MB to discuss proposed conference on environmental legacy 
of the Cold War

2/22 Interview with Gannett to discuss Administration's environmental accomplishments in 
the first year

2/14 Attended State Department dinner with Vice President & Mrs. Gore and President and 
Mrs. Nazarbayev

2/22 Meeting with Members of the California Legislature to discuss environmental concerns 

2/16 Traveled with the Vice President to Tacoma Washington for the Watershed 
Conference
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Dear President Clinton,

and the

Respectfully yours,

B.R. Malkmus

of Company K,
Alabama Confederate.

article which makes 
William Blythe,

President William Clinton
The White House
1600 Pennsylvania
Washington D. C. 20000

great -great 
Cocke's 
January

of this final reinterment
Confederate soldiers, including 

no longer listed as "unknown".
I thought this

The enclosed article which makes reference to your 
grandfather, William Blythe, Private
Arkansas Regiment appeared in the
1994.

You may already be aware 
addition of plaques so that the
your great-great grandfather, are
Or as busy as you are you may not have known,
article might be of some interest to you.

Bernard R. Malkmu
4502 Windy Hill Road SE 
Decatur, Alabama 35603
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Each of the pictured markers lists the names of Cofederate dead resting in the 
Mound at Crown Hill Cemetery. (Picture courtesy of Dr. Neal Pitts.)

i

ators from Indiana were also involved. In 
late 1993 the dream became a reality.

The October 3 dedication program 
began from the Gothic Chapel and covered 
the % of a mile distance to the Mound. 
Leading the procession was a US Army col­
or guard from Ft. Benjamin Harrison 
followed by a funeral caisson attended by 
the US Army honor guard and draped in a 
Confederate Battle Flag encasing con­
tainers of earth from all of the states of the 
Confederacy, the traditional riderless horse, 
representatives from all states of the Con­
federacy accompanied by state flag bearers, 
and Confederate reenactors with Con­
federate flags. Each side of the street was 
lined with reenactors standing in salute.

As the procession approached the Con­
federate Battle Flag decorated Mound, a 
cannon salute was fired. When the Mound 
was reached, the Confederate Battle Flag 
was removed from the caisson and folded 
by SCV CIC Robert Hawkins, III, MOSB 
CIC Charles Smith, SCV AOT Com­
mander Ralph Palmer, Jr., and SCV- 
MOSB Executive Director Robert Better­
ton, Jr.

Following a US Army Band playing the 
national anthem, addresses were given by 
several dignitaries. A vocalist sang 
“Dixie” at which time representatives 
from each state of the Confederacy placed a 
container of earth from their states into an 
excavation at the base of the monument. 
This honor for Alabama was performed by 
John Yarbrough of Camp 11, Mobile. The 
honor guard fired a 21 gun salute and the 
ceremony was completed with a trumpet 
playing “Taps.”

We would like to salute everyone who 
played a part in the honoring of these Con­
federate soldiers who failed to return home. 
Never again will they be listed as “un­
known.” Our thanks go to Dr. Neal Pitts 
and John Yarbrough for providing informa 
tion and pictures for this article.
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Mound, Crown Hill Cemetery, the 
nation’s fourth largest cemetery. Here they 
were listed as “unknown.”

In 1990, Stephen P. Staletovich and 
Wayne Sharp, members of the Indianapolis 
Police Department who are service 
veterans but who have no Confederate con­
nection, came to believe that an injustice 
had been done in listing these men as 
“unknown” at their graves when their 
names were available. These two officers 
began a campaign to get the Department of 
Veterans Affairs/National Cemetery 
System to provide 10 plaques mounted on 
granite bases at the Confederate Mound 
identifying each soldier by name and unit. 
In time, the SCV, UDC, VFW, American 
Legion, and Civil War Roundtable joined in 
the campagin. Ultimately, both US Sen­

* ■

.-J

Doting TWBTS. the open ended animal stories tall at Garfield Park that listed their 
barns with their four inch gaps in the wall names. In 1933, with the closing of Green 
slats and no floors at the State Fair Lawn Cemetery, these soldiers were rein- 
Grounds, Indianapolis, Indiana, became terred for a final time at Confederate 
Camp Morton, a POW camp for Con­
federate prisoners. Records show that
1,616 prisoners here lost the fight of sur­
vival and died. Included in this number are
137 Alabamaians. They died of exposure
and disease, mainly dysentery, pneumonia,
and scurvy, and were buried near the camp.
Among the dead can be found the name of
Private William Blythe of Company K,
Cocke’s Arkansas Regiment, who died on
February 22, 1864. He is a great-great
grandfather of President Bill Clinton.

Their bodies were moved to accom­
modate city expansion and eventually were
placed in Green Lawn Cemetery, In­
dianapolis, with a nearbv monument two

u
Al

lAMiUuls

ii!'-’
Shown with flag is SCV CIC Robert 
Hawkins, III, followed by Comm. 
Mickey Walker (SCV Ind. Div.), 
MOSB CIC Charles Smith, and Comm. 
Dr. Neal Pitts (MOSB Ind. Soc.). (Pic­
ture courtesy of John Yarbrough.)
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FROM:

PRESIDENT

SUBJECT: DOJ action in voting rights cases

CLIFFORD M. SLOAN
ASSOCIATE COUNSEL TO THE PRESIDENT

JOEL I. KLEIN
DEPUTY COUNSEL

BERNARD W. NUSSBAUM
COUNSEL TO THE PRESIDEN1

DOJ's participation in the North Carolina and Texas cases will 
be as an amicus curiae, as it has been in the Louisiana case. In 
the Georgia case, DOJ will participate as an intervenor. DOJ's 
decision whether to file as an amicus or an intervenor is based on 
the history and procedural details of each case.

34 FEB2Z «7 : 13

February 22, 1994

DOJ has already participated in the Louisiana case in order to 
defend the challenged minority districts. On Tuesday, February 22, 
the Justice Department will announce that it will enter and defend 
the challenged minority districts in three additional States (North 
Carolina, Georgia, and Texas). DOJ is also considering 
participation in the Florida case.

THE PRESIDENT H.AS SEEN 
; U M d b

Attached is a draft statement and Q & A's. We recommend that 
you make a general statement of principle, strongly reiterating 
your commitment to vigorous protection of voting rights and 
protection of hard-won minority voting gains, and that you leave 
particular litigation details to the Justice Department. Your 
statement should not be issued until after the DOJ announcement is 
made (late morning or early afternoon).

As you know, important voting rights cases regarding 
congressional districts are pending in five southern States (North 
Carolina, Georgia, Texas, Louisiana, and Florida). The cases will 
test the Supreme Court's Shaw v. Reno decision from last June. In 
that case, the Court held that districts which cannot be explained 
for any reason other than race are subject to strict scrutiny 
(Let, must be narrowly tailored to serve a compelling governmental 
interest — a very difficult standard to meet) in an Equal 
Protection challenge, even if the districts were drawn to preserve 
and extend minority voting strength.



THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release February 22, 1994

STATEMENT OF THE PRESIDENT ON DEPARTMENT OF JUSTICE 
ACTION IN VOTING RIGHTS CASES

These hard-won victories must not be abandoned. I applaud the 
forceful actions of Attorney General Reno and the Justice 
Department to ensure that voting rights are vigorously protected.

I have been advised that the Department of Justice has 
announced that the United States will participate in voting rights 
litigation in three States to defend minority voting opportunities. 
The legal action taken today in cases in North Carolina, Georgia, 
and Texas reaffirms my Administration's strong commitment to defend 
the historic gains made under the Voting Rights Act.

The Voting Rights Act ensures that all Americans may fully 
participate in the democratic process. In recent years, our nation 
has enjoyed a tremendous increase in minority voter access to our 
electoral system.



Q: Why is the Department of Justice taking this action?

Q:

Q: Will the Justice Department participate in other cases?

A: The Justice Department has already participated in litigation in 
Louisiana. I understand that the Department is reviewing

Q: What role did the White House play in this decision?

Is this a political deal to mend fences with the Congressional 
Black Caucus?

litigation in Florida. I refer you to the Justice Department for 
the details of the litigation decisions.

Q: Why is the Justice Department "intervening" in one case and only 
participating as an amicus in two other cases?

A: Again, I refer you to the Justice Department for the particular 
details of the cases. The important point is that the Justice 
Department is taking a strong position in these cases defending 
voting rights and the historic gains achieved by minority voters.

A: Lawsuits have been filed to set aside congressional districts 
which have resulted in historic minority gains. The Department of 
Justice is taking this action as part of its traditional role of 
protecting voting rights.

A: Absolutely not. The Department of Justice's action reflects 
our deep commitment to the principle of protecting voting rights 
and the gains made under the Voting Rights Act. Every one of the 
congressional districts at issue in these cases was specifically 
approved by the Justice Department in the Bush Administration.

A: All of the decisions were made by the Justice Department, based 
on a careful analysis of the law and facts of each case. The 
Justice Department briefed the White House on these decisions. The 
President, of course, has publicly emphasized his deep commitment 
to protecting voting rights.
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the president has seen
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round of community police money is going- 
to be extremely tight.' However, rest 
assured, we will do one program or the 
other. We will let you know when it 

is done.
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MEMORANDUM FOR THE PR. IDENT

THROUGH: MACK MCLARTY

PAUL TOBACKFROM!

SUBJECT: FOLLOW-UP WITH SHREVEPORT POLICE CHIEF PRATOR

X.
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POLICE (31 8) 228-5800 
FAX <318) 226-6078

THE PRESIDENT HAS SEEN V/7 

THE PRESIDENT HAS SEEN

THE WHITE HOUSE

WASHINGTON

February 15, SilsfiEBlS Pg; pj

Pursuant to your request, I contacted Shreveport Police Chief 
Stephen Prator who you met when you were in Louisiana. Chief 
Prator is interested in obtaining both Weed and Seed money and 
money for hiring new police officers from the supplemental budget 
appropriation. Both of these disbursements are handled by the 
Justice Department which has processes in place to handle the 
selection of recipients.

STEPHEN W. PRATOR 
Chief of Police

SHREVEPORT POLICE DEPARTMENT

  — — • HG
s.a£dJthat although he is interested in doing what he can\o 

---------- —" r—-—xwx <= v«=p<ji c, the fact that he 
got a call back was just as important even if Shreveport does not

P O DRAWER P 
SHREVEPORT. LA. 71 161-0040

I talked to Marcia Hale who is already working on requests from 
other cities. She agreed to work directly with Chief Prator and 
he is going to call her this afternoon.

<^(=C4a/ V' -
hs-e-t, e/rs/e-.e '

Chief Prator was thrilled that we had called to follow-up. 

obtain new police-related money for Shreveport

end up getting any new money.

cc. Marcia Hale
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Here’s Some /
Good News, America

Kripc about the press is that we
naw bothmg good to say about anyone or
anything- We revel fo sleaze and scandal We
glorywi human frailty. We specialize fo charac-
terMMsanatioo. We enjoy natural disasters. Is
it true? Of course. The news about the press is 
like everything else. It’s bad and getting worse:
our news standards, always tow, are sinking
lower. Well, America, here’s an antidote. It’s 
an unabashed good-news column.

I3 you’re tired of mayhem and misery, this is 
tor you. It s a dose of straight optimism. I have

ffeeb’ed my latest edition of the Stetisti-
cal Abstract of the United Sutes. Published
py the Census Bureau, it’s full of intriguing
facts about America: everything from the 
share of U.S. households with pets (37 per-
^“,^1 fogs) t0 a* number of bbraries
(31,167). I have scoured it for underreported
?n^f?ppredated news. Following are
10 trends you can actually smile about.
hJi ’̂.eriC“ “d“try!far from going out of 
bumess, u now producing more than ever.
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MEMORANDUM FOR THE P) ENT

FROM: KATIE MCG

CC: THOMAS M

SUBJECT: OEP WEEKLY REPORT

ENVTRONMFNTAT, JUSTTCF.

THE ENVIRONMENTAL BUDGFT

This is an earth budget,' said Ralph DeGennaro of Friends of the Earth.

The budget released on Monday has been receiving broad and enthusiastic support from the 
environmental community. An AP wire story contained this description:

OEP will be working closely with OMB, Congressional Affairs, and the agencies to ensure 
that the priorities in the budget are reflected in the Congressional appropriations process.

From spending more money to protect wetlands, rivers and lakes to getting Americans 
to bum less oil instead of drilling for it in an Arctic refuge, the Clinton proposals 
brought praise Monday from environmental leaders.

Peter Berle, President of the National Audubon Society, called the budget 'refreshing' 
and said that it 'reflects the commitment the Administration seems to be making' 
toward environmental protection. 'We feel very good about it.'

This morning (2/11) you signed the Executive Order on Environmental Justice, which was 
well received by both the Hill and environmental justice leaders. This initiative has received 
very good press from the New York Times, as well. EPA Administrator Carol Browner will 
now convene an interagency working group to oversee implementation of the order. The 
working group will report to you through Carol Rasco and me. Stakeholder participation in 
implementation of the order will be critical.

THE PRESIDENT HAS SEEN

cJ ' £ dTHE WHITE HOUSE

WASH INGTON



CLIMATE CHANGE

CALIFORNIA FEDERAL IMPLEMENTATION PLAN (FTP)

PACIFIC SAT .MON

FORESTRY

OEP coordinated final policy negotiating instructions for the State Department delegation to 
the 9th Session of the International Negotiating Committee in Geneva. The U.S. position, 
that the existing climate convention does not adequately address the long-term threat of 
global climate change, was supported by ail OECD countries except Australia.

OEP coordinated the Commerce Department's announcement last Wednesday on Capitol Hill 
of a very complex five year plan for protecting the endangered salmon stocks of the 
Columbia and Snake Rivers. The issue of salmon dwarfs spotted owls in terms of potential 
impacts on the Northwest. Given the degree of your investment in solving the spotted owl 
problem, ensuring that the salmon issue is worked out properly is very important: a war on 
salmon could bring to naught all your good efforts thus far in solving these tough natural 
resource problems. The recently announced plan was generally well received by the 
delegation as representing a credible and responsible approach to a difficult problem, and the 
press was favorable. We have pushed hard to open the consultation process under the 
Endangered Species Act to include the states in the region, and they are now reviewing the 
five year plan before we promulgate it in final form (in a couple of weeks).

Under a February 14 court appointed deadline, EPA will announce the California FTP and 
begin a process of negotiating with state, local, and private sector stakeholders to replace the 
controversial FTP measures with elements of an approvable State Implementation Plan (SIP).

Next week the Northwest delegation is hosting a Watershed conference in Tacoma, 
Washington, which the Vice President and other Administration officials will attend. Given 
the fact that we are only several weeks away from releasing your final forest plan, the event 
Will be closely watched throughout the region. A major speech by the Vice President will 
drive home the fact that you have followed through on last year's commitment to the region 
jb do everything you can to solve these problems and to outline the broad framework of what 
Is to come. We expect a positive reception to the event.


